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Abstract. The contemporary ultimate goal for any national government is to insure science-based economic development 
to achieve higher standard of leaving for citizens. Technological achievements are significant factors for modern global 
economic development. The new industrial revolution is fundamentally different from the old ones. The current one - named 
as fourth industrial revolution-creates the new environment of digital world. Fourth Industrial Revolution is the key issue on 
contemporary development agenda in academic, political and economic circles. Against the constant development of the 
information technologies, more and more business processes, products, goods, and services are impacted by innovations. 
This process entails the continuous evolution of business models, which eventually are becoming more and more digitalized. 

However, the digital development remains still an on-going process even in condition of COVID pandemic rather 
than a reality of every national economy. National Governments have to redouble their efforts to create better and larger 
infrastructure for the digital economy to grow. The ability of expanding business through physical infrastructure cannot 
be considered for granted in the digital economy. Not only physical infrastructure is enough for further digitalization. The 
creation of an ecosystem that systematically allows top innovations to be advanced globally still remains a key policy goals. 
Consequently, the national economic policy aiming at rising the welfare of the country has to pay particular attention to 
resource, mainly labour and capital, efficiency by providing basic infrastructure for facilitation of digitalization and increasing 
their expenditure on R&D to enable businesses and individuals effectively use novelties for creating competitive advantages 


to take stronger position in global markets. 
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INTRODUCTION 


In contemporary world digital technologies gaining 
speed to be incorporated in every spare of our lives over the 
globe. Against the constant development of the information 
technologies, more and more business processes, products, 
goods, and services are impacted by innovations. This process 
entails the continuous evolution of business models, which 
eventually are becoming more and more digitalized. In this 
article, we will not try to analyze whether it is good or bad, 
or what positive and negative consequences it may have. 
The article points to the fact that the world is slowly moving 
towards digital processes, and this process should be followed 
by national economies. Consequently, the promotion of 
digital processes should be an integral part of any national 
economic policy. It goes without saying that policy-making 
must also take into account the difficult task of avoiding 
negative aspects as much as possible and simultaneously 
making available all the benefits of introducing digital 
technologies. 
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Current pandemic caused by COVID-19 Virus accelerated 
the process of digitalization worldwide. The process is 
not restricted just to the use of digital means and tools. It 
has also encouraged and supported significant deepening 
of digital transformation creating the numerous ways in 
which governments, businesses, and individuals are suing 
the digital devises to conduct daily tasks previously done 
mostly personally. The reality created by the pandemic 
has shown that many things can be done online, using 
digital technologies. The debate over the future of artificial 
intelligence (Al) and its impact on the workplaces has been 
filled with new evidence and arguments. However, we 
emphasize that these new arguments and evidence are not 
only positive and/or negative. Most of them are contradictory 
and serve to demonstrate the complexity of the problem 
rather than to draw any concrete conclusions. 

The contemporary ultimate goal for any national govern- 
ment is to insure science-based economic development to 
achieve higher standard of leaving for citizens. At the same 
time it should adequately face the challenges of globalization 
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targeting at positive benefits that global economy offers to 
players meanwhile avoiding negative impact that globalized 
world imposes on national developments. Technological 
achievements are significant factors for modern global 
economic development. Fourth Industrial Revolution is the key 
issue on modern development agenda in academic, political 
and economiccircles (Schwab, 2016). Success ofthe country in 
science and research significantly defines the level of national 
welfare. However, increasing of resources efficiency depends 
rather on usage of knowledge and technology than on simple 
existing of well-equipped higher educational institutions and/ 
or highly skilled workers (Sepashvili, 2019b). Thus, just exiting 
of higher educational system and generating researchers do 
not mean higher positions in R&D (Gagnidze, 2016). 


LITERATURE REVIEW 


A quick glance on current global development proves 
that unprecedented economic growth since late 90s of 
the past century till 2007, before global economic crisis, 
was accompanied by rapid expansion and knowledge 
development of digital technologies. Both, quantitative and 
qualitative changes in IT equipment, which made able to 
broadly spread digital electronic devises among wide range 
of populations, cheaper and broader access to the internet, 
consumer-friendly usages, easier access to different data 
bases and etc. accelerated diffusion of knowledge and science 
into modern goods and services. 

Production processes are determined bythe combination 
of technology and devices along the whole value chain. 
Computer-driven systems are becoming more and more 
common to monitor and conduct physical processes. Digital 
technologies create a virtual copy of the physical world. 
Manufacturing industries easily integrate physical objects 
with /into the information network, "allowing real-time 
adaptation in the future" (Smit et al., 2016). 

Digital technologies dramatically reduce the cost of 
business operations and transactions, and thus, significantly 
improve the efficiency of economy. Unprecedented spread of 
digital enterprises entails the new practice of social, mobile, 
analytics and cloud (SMAC) technologies to achieve greater 
productivity. At the same time, unprecedented growth of 
digital consumers, in its turn, boost even wider usage of SMAC 
technologies and thus, lead to a new era of digital economy 
and digital world (Gazzola et al., 2021; Mermanisvili, 2019). In 
contemporary global development digital technologies force 
business to adapt novelties to survival in the transformed 
global industrial space against the tough international 
competition (Lekashvili, 2019; Sepashvili, 2020b). 

The rapid development of digital firms is main chara- 
cteristics of the Fourth Industrial Revolution. Against the 
constant development of the information technologies, more 
and more business processes, products, goods, and services 
are impacted by innovations that boost policy-makers, 
economic actors and business operators to evolve accordingly 
and eventually will become more and more digitalized. In the 
digital economy, the focus is on the production of intellectual 
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products, which is associated with high capital expenditure 
(Gogorishvili, 2019; Gazzola et al, 2017). 

In particular, digital technologies influence development 
and introduction of innovation in numerous ways. Digital 
technologies expanded research tools and methods through 
more precise implication of huge amounts of data and broader 
participation of researchers, who currently have excellent 
opportunity for distance cooperation. Due to the Digital 
technologies new services and products are developed and 
invented as well as old products and services are acquiring 
new, digital dimension and thus, additionally advance quality 
and achieve competitive cost advantages (Mella, 2019). At the 
same time, digital technologies make faster and easier market 
integration through significant dropping communication costs 
and increasing matching efficiency, which in its turn increases 
competitive advantage of those who use this novelties 
(Sepashvili, 2019a). They support to easily overcome entry 
barriers by offering online services, like globally accessible 
cloud computing and online marketing platforms to wider 
range of enterprises and start-ups both in internal markets 
and foreign markets (Bedianashvili 2018, Mermanishvili, 
2020). Big data and the digital methods of their analysis equip 
economic actors and business with the possibility to precisely 
target products so they more thoroughly align with consumer 
preferences grounded on more accurate information about 
the latters. 

Forming a modern globally competitive economy and 
reaching permanent economic growth and high level of wel- 
fare is barely possible without the recognition and realization 
of an innovation-based policy approach. Innovative devel- 
opment, knowledge- and science-based growth nowadays 
is impossible without digital technological development and 
transformation. At the same time, policy approach ensuring 
relevant volume of investments in technology, R&D alone 
cannot ensure higher levels of development without appro- 
priate digital network readiness. New technologies, devices, 
equipment, and remote services require that the correspond- 
ing physical infrastructure and relevant skills be available to 
widely use the opportunities offered by digital technologies. 
The economic policy has to focus on efficient synergy of dig- 
ital infrastructure with human capital through continuous 
encouraging and facilitating skill development and education 
of workers and individuals. The example of advanced econ- 
omies illustrates that education is a key factor for achieving 
global competitiveness. As jobs continue to modificate, ed- 
ucation requires to be regarded as a life-long process. Cur- 
ricula and teaching as well as learning methods have to be 
constantly developed and renewed. Such approach is criti- 
cally important for economic policy in modern areas such as 
artificial intellect, bio-engineering, remote services and etc. 
(Sepashvili, 2019b). 

Business and government should cooperate to accelerate 
and enforce efforts to invest in innovative digital resolutions 
to motivation social impact. Government should play more 
active role in the processes as sustainable digital economy 
will depend on rapidly evolving governance regulations and 
relevant legislation that allow societies to trust and feel secure 
when facing the numerous evidences of impact of digital 
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technologies and respond quickly to changing circumstances. 

Every country is trying to keep abreast of the rapid 
development of digital technologies. Therefore, government 
have to support by sound economic policy, which is 
aiming at continuous looking for investors and high-tech 
specialists who are able to move across different industries 
to digital platforms. Digital readiness is indeed a scourge for 
conventional competitive advantage in the economy. The 
policy measures vary according to the countries but the 
common for all of them is creating suitable and relevant basic 
infrastructure and legislative base. These are two main pillars 
that are policy-makers' responsibility (Dimchenko et al., 2021; 
Sepashvili, 2020a). 

Ability of national economy to respond to digitalization 
is a measure of the success in international competition that 
will encourage the stimulation of the countries' economies 
(Shkarlet et al., 2020). Digitalization brought a significant 
technological change in the economy (Curran, 2017). The 
openings and challenges offered by digital renovation 
and following production advanced technologies rise 
the importance of policies that can assist countries take 
advantage of these new technologies (OECD, 2019). 

However, it is still too early to observe accurate data 
on impact imposed by COVID pandemic on the process 
of digitalization and government actions to respond by 
supporting appropriate infrastructure. National accounts 
and annual reports of different international organization are 
only starting tracking and showing comparable figures and 
evidences. So far, the rapid development of remote working 
in locked-down economies, as well as the replacement of 
physical meetings and events by virtual conferencing have 
demonstrated that the potential to digitize a number of 
activities (including education, for example) was generally far 
greater than anticipated, though proved to be not so efficient 
as it was regarded from the very beginning. However, the 
subsequent practices will continue to influence the way 
of work, learn, compete, and cooperate for governments, 
business and individuals (Bedianashvili, 2021; Dimchenko, 
2021). 

Digitalalization requires both digital competence and 
digital culture of the population. Therefore, introducing the 
digital process in business operations is essential and should 
be taken on the board completely (Jakubik & Berazhny, 
2017). While focusing on increasing of labor productivity, 
resource efficiency, and business profitability, policy-makers 
have to change approaches to adapt the new reality (Bolte 
et al. 2018). Digital advancement can be also regarded as 
promotion of electronic interaction or to say in other words 
so called virtual leadership (Saputra, 2020). It means to create 
appropriate digital environment that facilitates to higher level 
of resource effectiveness and labor productivity (Roman et 
al. 2018). The digital technologies will become the part of 
nearly every industry. Though, it is contemporary economic 
opportunity (Kane et al., 2016), that nations have to use and 
adapt with. 

All national economies have to meet new challenges 
for the next decades. Industry 4.0 is accompanied massive 
processes of digitization translated into automatization and 
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robotozation of major production processes. Thus, it requires 
economy to ensure relevant level of digital performance. 
Therefore, policy-makers need to assess their maturity in 
facing this new paradigm of global economic development 
trend. The methodology to measure digital readiness 
is comparatively new. Readiness assessment deals with 
knowledge, skills, and availability of physical infrastructure. 
It means to measure the level of digitization of the country 
using for processing and utilizing resources as well as the 
level of efficiency and effectivness (Pai et al., 2020). 

Digital technology represents a key driver of innovation 
and modern economic growth globally and has greatly 
contributed to national competitiveness (Sepashvili, 2020; 
Nesterova et al., 2018;). At the present stage, the main task 
of competitive national economies is to develop policies 
that create and develop technological innovations and thus, 
become prepared to meet the Fifth Industrial Revolution 
(Manta, 2019). 


RESEARCH RESULTS 


Physical infrastructure, appropriate electronic devises 
and relevant skills are necessary to widely apply digital 
technologies. No innovations could be developed without the 
appropriate physical network infrastructure, which connects 
persons, productions, devices and countries. Those countries 
that are adjust at expansion of physical infrastructure enabling 
digital operations' well-functioning will maintain and/or gain 
additional advantages in international competitiveness. 

It's worth emphasizing, that more and more innovation 
are based on digital technologies and business models, 
which can initiative economic and social gains from ICTs if 
managed in a smart way. The means and ways through which 
the businesses adopt ICTs is decisive for leveraging them for 
development, so supporting and encouraging businesses to 
fully utilize the powers of digital technologies should be a 
priority for national policy actions. 

Since 2001, the World Economic Forum in cooperation 
with INSEAD and Cornell University publishes The Global 
Information Technology Reportto estimate and measurethese 
factors, namely the drives of information and communication 
technologies. The index is called Networked Readiness Index 
(NRI). It has evolved since 2001 and currently measures and 
assess the networked readiness of the major countries using 
wide range of indicators. The indicators describe four main 
aspects of the country readiness for digital economy: 1. 
overall environment for usage and creation of the technology 
covering political, regulatory, business, and innovation 
factors; 2. Physical infrastructure of the network to use ICT 
and appropriate skills; 3. technology adoption/usage by the 
government, the private sector/business, and individuals/ 
consumers; and 4. the economic and social impact of the new 
technologies. 

According the Global Information Technology Report 
2016, the Network Readiness Index (NRI) was measured 
through 53 indicators formulating the following 4 pillars: 
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1. Environment subindex 

— Political and regulatory environment (9 indicators); 
— Business and innovation environment (9 indicators). 
2. Readiness subindex 

— Infrastructure (4 indicators); 

— Affordability (3 indicators); 

— Skills (4 indicators). 

3. Usage subindex 

— Individual usage (7 indicators); 

— Business usage (6 indicators); 

— Government usage (3 indicators). 

4. Impact subindex 

— Economic impacts (4 indicators); 

— Social impacts (4 indicators). 


The calculation of the overall NRI score is based on 
following aggregations of scores: individual indicators are 
combined to gain pillar scores, which are then combined get 
sub-index scores. Sub-index scores are in turn combined to 
produce a country’s overall NRI score. Networked readiness 
is improving almost everywhere in the world, with a clear 
upward trend in performance over the globe across all regions. 

Recent developments showed that underlying concept 
of NRI has to be modified to reflect the key essence of the 
readiness. Renewed NRI model includes 30 other general or 
technology-specific indices and reflects new surveys’ results. 
The most recent tendency is that, the only assessment of 
physical infrastructure, based on its presence, affordability, 
adoption, and relevance (e.g. the existence of local language 
content) and the level of personal adoption, do not provide 
accurate country-level data that is enough to allow fair 
rankings. A curtain number of observation proves growing 
importance of the human factor of network readiness. The 
new model attempts to capture the influence of people’s 
choices concerning technology and governance for economic 
growth. It tries to reveal the impact of network readiness to 
the achievement of SDGs broader goals, representing main 
challenge for the nations. 

The new NRI model measures a harmonious integration 
of people and technology, as the technologies are continuously 
evolving and becoming more intelligent. Interaction between 
individuals and technologies will increase in most fragments 
of governance, business and society. To support the efficiency 
of this integration, appropriate governance and relevant 
economic policy is needed to address problems dealing with 
security, trust, and inclusion. At the same time, the main 
issues do not take into consideration the level of welfare. To 
say in other word to meet the SDGs and ensure a positive 
impact on the economy. 

Thus, the new NRI model was developed that incorporate 
three major principles: 

1. to maintain continuity of the major components of 
the previous years’ NRI; 

2. to reflect the current to ICT arrangement that were 
not adequately captured in the 2016 NRI model; 

3. to take into consideration the future technology 
development trends in the NRI model. 

Based on these considerations, a new NRI model was de- 
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veloped that maintains the four pillars: Technology, People, 
Governance, and Impact. Each pillar includes three sub- 
pillars: 


1. Technology 

Technology is at the core of the network economy. This 
pillar seeks to assess the level of technology that correlated 
to a country’s participation in the global economy. 

e Access: The level of ICT in countries, including com- 
munications infrastructure and affordability. 

e Content: The type of digital technology formed in 
countries, and the content/applications that can be 
arranged locally. 

e Future Technologies: The level to which countries 
are equipped for the future of the network economy 
and new technology development trends. 


2. People 

e This pillar seeks to for the level of the access, resou- 
rces, and skills to use technologies productively. It 
deals with the application of ICT at three levels of 
analysis: governments, businesses, and individuals. 

e Individuals: the degree individuals use technology 
and how they use their skills to participate in the 
network economy. 

e Businesses: the degree businesses use ICT and take 
part in the network economy. 

e Governments: How governments use and advance 
in ICT for the benefit of the population. 


3. Governance 
This pillar seeks to determine how favorable the national 
environment is for a country's participation in the network 
economy, based on issues of trust, regulation, and inclusion. 
e Trust: safety of individuals and firms in the context 
of the network economy, as well as the trusting 
behavior of the population. 
e Regulation: The government regulations promoting 
participation in the network economy. 
e Inclusion: The digital divides where governance can 
address inequality based on gender, disabilities, and 
socio-economic status. 


4. Impact 
The pillar seeks to evaluate the improvement of the 
growth and well-being of society and the economy through 
the economic, social, and human impact of participation in 
the network economy. 
e Economy: The economic effect of participating in 
the network economy. 
e Quality of Life: The social influence of participating 
in the network economy. 
e SDG Contribution: how participation in the network 
economy affect health, education, and environment 
and contributes to achieve the SDGs. 


The main deviations in NRI 2020 concern the two sub- 
pillars: Trust (Governance) and SDG Contribution (Impact). 
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The Trust sub-pillar has been theoretically and essentially 
reinforced by including: trust environment and trust behavior. 
This approach is partially based on a study about digital trust 
(Chakravorti et al. 2017). The SDG Contribution sub-pillar has 
been redefined in a way that each indicator is clearly linked 
to a particular SDG. Currently, the sub-pillar consists of five 
indicators that each embodies one SDG: SDG 3, Good Health 
and Well-Being; SDG 4, Quality Education; SDG 5, Gender 
Equality; SDG 7, Affordable and Clean Energy; and SDG 11, 
Sustainable Cities and Communities. Finally, 60 indicators 
were identified to settle these 12 sub-pillars. 

For comparison we look through the data for selected 
countries, namely for top three countries, some EU state 
members, especially the format socialist and soviet countries 
and the EU eastern partnership countries (former soviet 
countries) to track tendency and the prospect for future 
development. 

Comparison of 2015-2020 data shows that some coun- 
tries maintain their leading positions, though changed the 
rank slightly. For instance, Sweden, ranked as third position 
in 2015-2016, advanced and holed steady first positions 
in 2019-2020, meanwhile Denmark demonstrates steady 
improvement and being at 15 and 11 positions in 2015 and 
2016, accordingly, significantly improved its performance and 
holds second position in 2020 after having 6th position in 
2019. The same tendency in observed with certain countries 
as well, e.g. Germany 13 and 15 in 2015 and 2016 accordingly, 
advanced at 9th position in 2019-2020; France showed steady 
advancement from 26 and 24 in 2015 and 2016, progressed 
to the 18 and 17 position in 2019-2020. The same situation 


Table 1. Network Readiness Rank by Country 2015-2020 
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is for Italy, Bulgaria and Ukraine. At the same time, some 
countries worsen their positions after the ranking concept 
changed slightly and included human impact more broadly in 
measurement methodology. The examples of such countries 
which we select, are Singapore, Japan, Estonia, Latvia, Russian 
Federation, Turkey, Azerbaijan, and Georgia. It's worth to 
mentioning that, some of these worsening positions were 
steady in 2015-2016, e.g. Singapore, Japan, Estonia, Russian 
Federation, Turkey had firmly positions at 1, 10, 22, 41, 48 
accordingly both in 2015 and 2016, but Positions deteriorated 
in 2019-2020 and demonstrate less favorable conditions for 
digital transformations. 

Data shows that advanced countries are leaders in the 
index positions, including the performance on all pillars of the 
NRI: Technology, People, Governance, and Impact. No wonder 
that Technologies have significant constructive influence 
on national economic developments and on their ability to 
meet the SDGs. But be achieve this the effective governance 
mechanisms have to be in place to support the integration of 
technologies with the three key stakeholders — governments, 
businesses, and individuals. 

Economies over the globe are all the different stage of 
the digital transformation. Moreover, their economic policy 
priorities are varying and therefore, creating diverse picture of 
digital global pictures. Hence, no wonder that despite the fact 
that digitization in influencing everywhere and everything, 
the benefits it generates are disseminated unevenly. 

The technological gap is still a key concern at the global 
level. High-income countries demonstrate the most future- 
readiness in all dimensions and especially in technology. 


Rank Pillars’ rank in 2020 
countries 2015 | 2016 | 2019 2020 technology people governance Impact 
Sweden 3 3 1 1 2 4 4 3 
Denmark 15 11 6 2 5 1 2 5 
Singapore 1 1 2 3 10 5 13 1 
Germany 13 15 9 9 7 12 12 7 
Japan 10 10 12 15 21 6 23 11 
France 26 24 18 17 18 20 15 12 
Estonia 22 22 23 23 24 21 11 29 
Lithuania 31 29 31 29 32 23 21 39 
Italy 55 45 34 32 30 36 33 28 
Slovakia n/a n/a 35 35 34 49 30 35 
Latvia 33 32 39 37 38 39 28 42 
Bulgaria 73 69 49 46 43 55 44 52 
Russian Federation 41 41 48 48 49 31 65 60 
Armenia 58 56 62 55 42 42 76 65 
Turkey 48 48 51 57 58 53 48 81 
Ukraine 71 64 67 64 62 65 58 79 
Belarus n/a n/a 61 65 68 62 71 56 
Azerbaijan 57 53 70 66 60 57 87 58 
Georgia 60 58 68 68 59 63 64 94 
Moldova 78 71 66 71 74 69 74 66 


Source: Global Information Technology Report 2016; The Network Readiness Report 2019, Portulans Institute; The Network Readiness 


Report 2020, Portulans Institute. 
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Obviously, the group of high-income countries leads the NRI 
rank. One of the strongest indicators of NRI performance 
is a country's income level. Due to the tendency, that high- 
income countries have usually invested profoundly in their 
technology infrastructure and thus, boosting both access 
and content, no wonder that they maintain better positions 
and manage to better use the opportunities offered by 
technological innovations. The clear correlations can be 
observed if we look through the showings concerning GDP 
per capita both in nominal US dollar or PPP US dollar (see the 
table 2). 

The data of both tables demonstrate a significant and 
strong positive correlation between digital readiness and 
GDP per capita. As data shows NRI ranks rises alongside with 
income level. Henceforth, the top NRI performers are mainly 
high-income economies, whereas the bottom NRI performers 
are mostly low-income economies and lower-middle-income 
and upper-middle-income countries placed in between. 
However, despite this clear correlation, government spending 
on R&D as 5 of GDP reveals, that juts volume of financial 
resources that are directed to research and innovations is 
not itself the only factor that support country's readiness for 
digitalization. As figures show in the table 2, some countries 
with less percentage of GDP spent of R&D, nevertheless hold 
upper position in NRI rankin comparison with other countries. 
For instance, Singapore is spending just 1, 9496 of its GDP, but 
is ahead of such countries as Germany, France, which spend 
on R&D much higher present of their GDP, 3.0996, and 2, 2096 
accordingly. Lithuania (29) is ahead of Italy (32), Russia (48) 


Table 2. GDP per capita by Country 


and Turkey (57) in terms of NRI rank though spends smaller 
amounts on R&D as percentage of GDP 0.9496 in comparison 
of these countries ( 1,496, 0.99% and 0.96%) and though in 
total volume of financial recourse it ranks higher positions if 
we take glance at GDP per capita level of these countries — 
Lithuania 19 997 USD, Russia 10 127 USD and Turkey 8 538 
USD, but France showing for GDP per capita represents much 
impressive amount 38 625 USD, which lives space for further 
consideration for policy makers. 

Hence, the more important is to support and facilitate 
the connection of individuals and business with digital 
infrastructure, electronic devises and on-line services offered 
by government agencies and businesses alongside with 
development of physical infrastructure and relevant legislative 
regulations ensuring security, safety and stability of digital 
process. Such synergy encourages and boosts national firms 
and economic actors to produce new products and services 
that are compatible in the global markets and supports 
them to achieve and maintain sound positions as well as to 
generate higher incomes translated into improved welfare of 
nation overall. This means stronger competitiveness of the 
country. 


CONCLUSION 


Emergence and unprecedented wide spread of digital 
technologies together with such new technologies as gen- 
engineering, artificial intellect, telecommunication, new 
materials, microelectronics, bio-technology and etc. dictates 


Counts GDP per capita (nominal) GDP per capita (PPP) R&D expenditure NRI in 
2018 2019 2018 2019 2020 as % of DGP 2018 2020 
Sweden 53 747 55 815 54 589 51 610 51925 3.34 1 
Denmark 57 218 59 830 61 391 59 822 60 908 3.06 2 
Singapore 100 051 101 376 66 189 65 233 59 797 1.94! 3 
Germany 54 457 56 052 47 639 46 259 45 723 3.09 9 
Japan 3.26 15 
France 46 605 49 435 41 631 40 494 38 625 2.20 17 
Estonia 36 358 38 811 23 258 23 660 23312 1.43 23 
Lithuania 35 832 38214 19 081 19 455 19 997 0.94 29 
Italy 42 816 44 197 34 520 33 190 31 676 1.40 32 
Slovakia 32 575 34 178 19 428 19 329 19 156 0.83 35 
Latvia 30 645 32 204 17 805 17 836 17 620 0.63 37 
Bulgaria 22 601 24 561 9 424 9 738 9 975 0.77 46 
Russian Federation 28 764 29 181 11371 11 585 10 126 0.99 48 
Armenia 13 015 14 220 4 220 4 623 4 267 0.19 55 
Turkey 28 139 27 875 9 370 9 042 8 538 0.96 57 
Ukraine 12 629 13 361 3 097 3 659 3726 0.47 64 
Belarus 19 331 19 943 6330 | 6663 | 6411 0.61 65 
Azerbaijan 14 545 15 001 4 740 4 794 4214 0.18 66 
Georgia 14 594 15 637 4 723 4 769 4 278 0.30 68 
Moldova 12 665 13 574 4 234 4 499 455] 0.25 71 
Source: the World Bank data. 1 2017 data 
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national governments to take special measures to encourage 
appropriate national policy including but not limiting to 
physical infrastructure, generating knowledge, facilitating for 
innovations business and individuals and thus enabling firms 
and market actors to produce new products and services 
that will be compatible at the global markets. Of course, the 
policy means and tools as well as national models, ways and 
practices differ according countries and their resources such 
as financial, human, capital expenditures on research and 
development and etc. 

Today more than ever future of countries depends on 
how national governments can coordinate businesses and 
individuals to deal with digital technologies. This political 
goal equally concerns variety of issues such as physical 
infrastructure for internet networks, regulatory frameworks, 
business readiness, consumer skills and etc. Policymakers 
have to develop such policy measures that support basic 
infrastructural development in closely cooperation with 
other stakeholders - business, academicians, individuals, - to 
promptly implement universal long-term goals for modern 
technological development and lead in adapting environment 
to ensure that ICTs deliver maximum benefit for national 
development. 

Digitalization has been an advantage to the global econo- 
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my. However, the digital development remains still an on-going 
process even in condition of COVID pandemic rather than a re- 
ality of every national economy. National Governments have to 
redouble their efforts to create better and larger infrastructure 
for the digital economy to grow. The ability of expanding busi- 
ness through physical infrastructure cannot be considered for 
granted in the digital economy. Not only physical infrastructure 
is enough for further digitalization. The creation of an ecosys- 
tem that systematically allows top innovations to be advanced 
globally still remains a key policy goals. 

Consequently, the national economic policy aiming at 
rising the welfare ofthe country has to pay particular attention 
to resource, mainly labour and capital, efficiency by providing 
basic infrastructure for facilitation of digitalization and 
increasing their expenditure on R&D to enable businesses and 
individuals effectively use novelties for creating competitive 
advantages to take stronger position in global markets. The 
economic policy has to focus on efficient synergy of digital 
infrastructure with human capital. Such synergy encourages 
and boosts national firms and economic actors to produce 
new products and services that are compatible in the global 
markets and supports them to achieve and maintain sound 
positions as well as to generate higher incomes translated 
into improved welfare of nation overall. 
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Abstract. Entrepreneurial activity has always been a major factor in the socio-economic development of any country in the 
world. This is especially evident in the discussion of the problems of economic growth, when the efficiency of the functioning of 
the entrepreneurial sphere within the country clearly determines both the rates of economic growth and the state of the social 
sphere and the well-being of the people. 

It is noteworthy that in modern conditions, against the background of the high importance of the formation of the knowl- 
edge economy, the innovative aspect of entrepreneurial activity in the context of all business entities is gaining special urgency. 
The effectiveness of the whole innovation process depends on the effective functioning of knowledge-based entrepreneurship. 

The aim of the research is to identify the requirements of the entrepreneurial field for human capital skills, to identify the 
imbalances in the labor market, to determine the compliance of the skills required for the teaching and learning activities of high 
schools, to identify the existing challenges and to formulate separate recommendations. 

The research process used the methods of induction, deduction, qualitative, quantitative, comparison, statistical analysis, 
benchmarking. The processing of existing literature, retrieval of statistical data (including with the direct assistance of the Na- 
tional Statistics Office of Georgia), automatic download of data (so-called scraping) from various employment sites, conducting 
surveys and in-depth interviews, sorting and quantitative analysis of retrieved data were included in the own research. The con- 
sideration of expert opinions is within the research. 

Research has shown that when considering the skills of entrepreneurs, as a starting point, the entrepreneurial activity in a 
particular country and the requirements for its development should be considered. It should be noted, however, that the labor 
market may not be able to meet the needs of the entrepreneurial sector (employers). 

On the other hand, the perceptions of the entrepreneurial subjects themselves about the required skills are often limited 
and conditioned by the relatively short-term current perceptions of the modern technologies of the entrepreneurial activity itself. 

The research and the analysis of the positive practical experience of the developed countries of the world clearly showed 
that in this regard, close cooperation with universities in the field of entrepreneurship in the form of entrepreneurship training 
and short-term courses will be effective. The involvement and support of the state in the development and implementation of 
innovative entrepreneurial policies would also be important here. 


KEYWORDS: ENTREPRENEURIAL ACTIVITY, LABOR MARKET, DEMAND SKILLS, HIGHER EDUCATION CHALLENGES. 
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Abstract. To define the conceptual vision of the unified development of Georgia, it is necessary to understand it as a sys- 
temic process against the background of continuous historical and civilizational progress, which emphasizes the main features 
of the dynamic picture from time immemorial to the present. These visions have largely led to the development of the Georgian 
National Security Concept. The geo-economic strategy of the country is an important part of it. 

Geoeconomics as a separate science emerged in the late twentieth century and studies the interaction between the man 
and the space. The formation of geoeconomic science is linked to the emergence of global economic problems. A characteristic 
feature of modernity has been the shift of the center of gravity of the struggle against the government to the economic sphere. 
Problems that have been solved by force of arms for centuries are finally being solved on the basis of finances and information. 
Economic wars have largely replaced conventional warfare. 

According to the American Scientists, Robert Blackville and Jennifer M. Harris's three-component definition, geoeconomics 
is the use of economic tools: to pursue and protect national interests; to achieve positive geopolitical results. Currently, in theory, 
geopolitical applications have seven economic instruments: trade policy, investment policy, economic and financial sanctions, 
Cyber attacks, economic development assistance, financial and monetary policy, energy and commodity policy. They may be very 
different from each other, but it still makes sense to discuss them together. 

Geoeconomics is an interdisciplinary subject. It allows you to study and connect the best of different subjects around one 
topic. Therefore, the role of geoeconomics in the preparation of undergraduate, graduate and doctoral students of econom- 
ic profile is important. It allows to strengthen the interdisciplinary academic approach which will facilitate the optimal use of 
geo-economic instruments and the country's geo-economic potential for the interests of Georgia. The National Security Concept 
of Georgia, in order to realize and dispute the national interests of Georgia, analyzes the threats, risks and challenges facing 
Georgia and defines the main directions of Georgia's security policy. The use of geo-economic instruments plays an important 
role in the implementation of this policy. 


KEYWORDS: GLOBAL PROBLEMS, GEOPOLITICS, FOREIGN POLICY, GLOBAL TRANSPORT, INFORMATION AND FINANCIAL 
TECHNOLOGIES, ECONOMIC INSTRUMENTS, GEOECONOMICS, NATIONAL INTERESTS. 
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INTRODUCTION 


In the last decade of the last century and in the following 
years, Georgian writers, historians, political scientists, econ- 
omists, lawyers, geographers and scientists in other fields 
have formed interesting visions of a unified geopolitical and 
geoeconomic conceptual approach to the development of 
the country. They argued that defining a conceptual vision 
of Georgia's unified development requires understanding it 
as a systemic process in the context of continuous historical 
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and civilizational progress, emphasizing the key features of a 
dynamic picture from time immemorial to the present. These 
visions have largely led to the development of the Georgian 
National Security Concept. The geo-economic strategy of the 
country is an important part of it. (The following papers are 
dedicated to this issue: Bedianashvili, 2018; Bedianashvili & 
Begiashvili, 2021; Gvelesiani & Veshapidze, 2016a, 2016b; Pa- 
pava, 2015, 2016; Silagadze, 2014; Silagadze, & Atanelishvili, 
2010, 2011; Silagadze, & Zubiashvili, 2016; Tvalchrelidze, & 
Silagadze, 2013; Zoidze, 2020; Zoidze, & Tkhilaishvili, 2021.). 


00000020600 Cd 6096000 1812, 2021 


Geoeconomics as a separate science emerged in the late 
twentieth century and studies the interaction between man 
and space. In particular, its field of study is: the influence of 
spatial factors on the field of production and distribution of 
goods, the use of space for the development of economic 
activity. Geoeconomics conveys the economic reality as it is 
possible and should be in accordance with the peculiarities 
of space and by what methods to achieve this. If geopoli- 
tics views neighboring countries as potential enemies, then 
geoeconomics sees them as potential partners. If geopolitics 
works on national security problems, then geoeconomics 
works on development problems. 


GENERAL ANALYSIS 


The formation of geoeconomic science is linked to the 
emergence of global economic problems. Continuous strug- 
gles, contradictions and crises for the existence of society are 
constant processes accompanying the development of hu- 
manity. In order for global problems to arise on their soil, it 
was necessary, firstly, to increase them to a planetary scale, 
and secondly, to make them understood by the world com- 
munity as problems that need to be solved and which can 
be solved by existing means. (The following papers are ded- 
icated to this issue: Dollfus, 2000; Ismailov & Papava, 2012; 
Kozak, et al., 2017; Mekvabishvili, 2016, 2018; Movsesian, & 
Ognivtsev, 2003; Shengelia, 2016; Sintserov, 2000.). 

At the end of the 19th century, the world felt like a 
whole, and the world community began to understand glob- 
al problems. The world was gradually becoming truly global. 
From 1850 to 1914, the Earth's population increased a total 
of 1.5 times, and world trade turnover - 10 times. The share 
of foreign trade in the GDP of developed countries doubled. 

Along with the export of goods, the export of capital also 
began to develop rapidly. The volume of foreign direct invest- 
ment doubled in 1900-1913. International migration acquired 
enormous proportions. By 1914, 22% of the Canadian popu- 
lation, 3096 of the Argentine population, and more than 2696 
of the New Zealanders were a new generation of immigrants. 
US-born workers made up less than half of the country's en- 
tire proletariat. 

The transportation system had virtually covered the 
whole world. Planetary transport unity was impressively 
portrayed in Jules Verne's famous novel, 80 Days Around 
the Earth. By 1900, virtually every region of the earth was 
connected by telegraph. About 8996 of the world's popula- 
tion lived in countries with convertible currencies. Thus, at a 
certain technological level, global transport, information and 
financial technologies already existed at that time. 

Londoners could order by phone ... various goods from 
all over the world ... they could risk their condition (property) 
if they invested money in natural resources and enterprises 
anywhere on earth. He was provided with cheap, comfort- 
able and unobstructed travel to any country and natural zone 
... but, most importantly, he considered such a situation to be 
natural, unchanging and constant. The internationalization of 
public and economic life was absolute (Keynes, 2017). John 
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THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


Maynard Keynes wrote with regret in the 1920s, when the 
global world fell as a result of the First World War and the 
political revolution. 

Why did globalization, which began about a century ago, 
suffer such devastating failure? After the war and the revolu- 
tions of 1914-1922, the global world disappeared. Countries 
are separated from each other by strict regimes and customs 
barriers. The share of foreign trade and capital outflows in 
the GDP of developed countries declined sharply. The ten- 
dency to reduce them seemed so long and universal that it 
was formed in the form of economic law - the "decreasing 
importance of international trade." 

Until the 60s, nothing was said about the new wave of 
globalization. In 1963, the share of international trade in the 
world economy was one third less than in 1913. Since then 
the steps of globalization had been increasing. The 70s are 
characterized by the formation of mega-economy as a single 
economic organism. Modern globalization is very different 
from its historical predecessor, and this gives us hope that 
the global problems that have arisen today can be successful- 
ly resolved peacefully. 

In the second half of the twentieth century, humanity 
was able to overcome the habit of resolving world conflicts 
by military means. It repeatedly stood on the brink of nuclear 
war, but a sense of self-preservation always prevailed over the 
thirst for power and rapid victory. Scientists made impressive 
and indisputable calculations that show that even one, even 
the first rocket-propelled grenade launcher from either side 
of the conflict would be quite sufficient for the emergence 
of a universal "nuclear winter". No matter where the rockets 
hit, they create a cloud of dust and soot from burned cities 
and other objects that will cover the sun for several years, 
the temperature will drop to minus all over the earth and hu- 
manity will practically disappear. The discovery of the most 
destructive weapons has freed mankind from world wars. 

Unlike the globalization of the early twentieth century, 
the early twentieth century already has sufficient forces for 
the peaceful resolution of major global problems. The advent 
of new individual weapons has greatly complicated states' 
fights against insurgents and terrorists. Rebellious countries 
and terrorist groups were opposed by supranational anti-ter- 
rorist organizations. 

A characteristic feature of modernity has been the shift 
of the center of gravity of the realization and protection of 
national interests to the economic sphere. Problems that 
had been solved by force of arms for centuries are finally 
being solved on the basis of finances and information. Eco- 
nomic wars have largely replaced conventional warfare. The 
power that dominated the world through the use of military 
force is manifested today in the power of finance, banks and 
TNCs. It turned out that states that throughout history have 
waged endless wars to conquer territories and resources to 
gain strength and power are no longer the only source of elite 
groups and nations. The same goals can be achieved much 
more successfully through economic expansion by TNCs. 
Therefore, perhaps it is only necessary to welcome the fact 
that the struggle for markets has shifted from a military-polit- 
ical to a tough but at least bloodless economic sphere. 
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The Senior Researchers at the U.S. Council on Foreign Re- 
lations, Robert Blackville and Jennifer M. Harris in their book 
War by Other Means: Geoeconomics and the Art of Gover- 
nance, they explore the role of economic and financial instru- 
ments in modern diplomacy. They elaborated on the funda- 
mental theoretical and practical issues of geoeconomics. 

At the beginning of the book, these authors cite the 
words of Benjamin Constant, a Franco-Swiss politician, that 
"war and trade are two different ways of having the same 
goal, the same desire." They emphasize that the term "geo- 
economics" is quite widely used today, but almost always 
without specification (even without a job definition at least). 
Some authors focus on the use of geopolitical or military 
force to achieve economic goals. Others define geoeconom- 
ics more broadly as "a combination of international econom- 
ics, geopolitics, and strategy," or as a kind of all-encompass- 
ing phenomenon; it seems that such an explanation seems to 
disguise the idea more than it explains it. Others pay special 
attention to trade, commerce, and industrial protectionism. 

In view of the above, Robert Blackville and Jennifer M. 
Harris strongly recommend the following definition of geo- 
economics: 

Geoeconomics - the use of economic instruments to 
realize and protect national interests and to achieve positive 
geopolitical results, as well as the consequences of econom- 
ic actions of other countries for the geopolitical purposes of 
that country (Blackwill & Harris, 2016, 60). 

Based on this approach, geoeconomics appears as a 
method of analysis and as a form of government. The first 
aspect of this three-component definition ("Using Economic 
Instruments to Pursue and Protect National Interests") is con- 
sistent with the traditional notion that domestic economic 
strength contributes to American influence in the world - at 
least in theory. 

Similarly, the last aspect of the definition of geoeco- 
nomics ("the consequences of the economic actions of other 
countries for the geopolitical purposes of a given country"), 
historically neglected if compared to other factors in inter- 
national relations, is gaining increasing attention today. So 
far, the focus has been on the systemic rather than the na- 
tion-state level, in an attempt to explain how large-scale eco- 
nomic events, such as globalization, can affect multifaceted 
institutions. 

Despite several important discussions in the interna- 
tional political economy space, the "applied" issues of force 
projection (demonstration) and relationship management 
between nation states are still ignored. In short, despite some 
positive developments, as American professor Alan Dobson 
rightly puts it, "Economic issues are still often tangled be- 
tween political and diplomatic factors." 

Former German Chancellor Helmut Schmidt has said 
that "if you limit yourself to one short sentence ... monetary 
and credit policy - this is foreign policy ... | still think that today 
it is much more than before ... it is not just domestic policy... 
It also determines foreign policy." (Blackwill & Harris, 2016, 
47).This is not the first time that geoeconomics has begun to 
influence world geopolitics, but circumstances have changed 
dramatically. Compared to previous periods of geoeconomic 
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prosperity - many analysts attribute them to the first years 
after the war, the Marshall Plan period and the early stages 
of the Cold War - the world today looks completely different. 

Numerous modern geoeconomic tools (say, cyberat- 
tacks) simply did not exist at the time of the Marshall. Others, 
such as energy policy, were used even then, but today's world 
landscape is fundamentally different from then, and so these 
tools also acquired new features. The third tools, the same 
development aid, function in much the same way as in earlier 
eras. At the same time, they attract new important players 
and show new dimensions. 

Today - at least in theory - there are seven economic in- 
struments for geopolitical use: trade policy, investment poli- 
cy, economic and financial sanctions, cyber attacks, economic 
development assistance, financial and monetary policy, en- 
ergy and commodity policy. Geoeconomics examines each 
of these instruments separately, again assessing geopolitical 
rather than purely economic characteristics. 

They may be very different from each other, but it still 
makes sense to consider them together. Moreover, each in- 
strument owns its own set of "practitioner" countries and 
relevant institutions, specific levers of state control and suc- 
cess factors, as well as a special set of external "marks" - and 
results for the national interests of the United States. 

Geoeconomics is an interdisciplinary subject. It allows 
you to study and connect the best achievements of differ- 
ent subjects around one topic. The subject of geoeconomics 
is related to other subjects such as: geopolitics, economics, 
economic geography, world economy, international economy, 
international finance, international economics, international 
economic relations, international economic security, regional 
economy, political economy and others. 

The role of geoeconomics in the preparation of under- 
graduate, graduate and doctoral students of economic pro- 
file is important. It allows to strengthen the interdisciplinary 
academic approach, which will facilitate the optimal use of 
geo-economic instruments and the country's geo-economic 
potential for the interests of Georgia. 

The concept of national security of Georgia defines the 
threats, risks and challenges facing Georgia. According to 
the concept, the national interests of Georgia are: ensuring 
sovereignty and territorial integrity; Developing state institu- 
tions and strengthening democracy; Developing an effective 
national security system; Strengthening national unity and 
civic consent; European and Euro-Atlantic integration; Ensur- 
ing stable long-term growth of the economy; Ensuring energy 
security; Ensuring regional stability; Strengthening Georgia's 
transit function; Ensuring ecological security of Georgia and 
the region; Ensuring civic integration and national and cul- 
tural identity; Strengthening cyber security; Ensuring demo- 
graphic security; Relations with Diasporas. (The following pa- 
pers are dedicated to this issue: Shengeia, 2015; Silagadze, et 
al., 2016; Veshapidze & Zubiashvili, 2020; Veshapidze, et al., 
2016; Veshapidze, 2020; Veshapidze, & Mchedlishvili, 2020; 
Veshapidze, et al., 2021; Veshapidze & Zoidze, 2021; Zubiash- 
vili, 2012; Zubiashvili & Veshapidze, 2019; Georgian National 
Security Concept, 2020). 

The National Security Concept of Georgia, in order to re- 
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alize and dispute the national interests of Georgia, analyzes 
the threats, risks and challenges facing Georgia and defines 
the main directions of Georgia's security policy. The use of 
geo-economic instruments plays an important role in the im- 
plementation of this policy. 


CONCLUSION 


Analysis of the development history of Georgia in the 
geo-economic context presents the geo-economic challeng- 
es of the country. It is important that Georgia is a maritime 
state. Georgia, which holds the key to the Caucasus Gate, 
is the maingate for Western countries to reach the Caspian 
Sea. The interests of the United States, other strategic and 
traditional partners, and transnational corporations are im- 
portant. 

Georgia had historically been inhabited by peoples of 
many nationalities and religions. Consequently, one of the 
most important directions of the current national policy of 
the country should be the effective adaptation to the reali- 
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ties of a multinational, multi-confessional state. The solution 
to this problem involves establishing dialogue between reli- 
gions, taking into account the national, cultural and religious 
needs of minorities, and developing a new approach. 

After the restoration of state independence, the coun- 
try's geopolitical potential increased as a result of Georgia's 
strong, strengthened orientation towards Euro-Atlantic val- 
ues. This is mainly due to the Caspian energy reserves, and 
their transportation plans. This is a key factor for the country, 
as well as the fact that Georgia is becoming the center of in- 
terests of various world powers. The country will play an im- 
portant role in pursuing Euro-Atlantic policy in the Caucasus 
subregion, as well as the interests of traditional partners and 
other countries in the region. 

It is necessary to pay constant attention to economic ties 
with Russia. Severe relations with Russia significantly hinder 
the faster development of the Georgian economy. Only with 
the help of international strategic partners it can be possible 
to move to a mode of mutual understanding and dialogue 
between countries. This is important for fulfilling the state 
tasks of the country. 
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Abstract. Reforms in the field of education have been going on for almost 30 years since Georgia gained its independence. 
During the period, numbers of ministers and heads of educational institutions were replaced. Unfortunately, the subject 
of graduate employment remains an unresolved issue. Higher education institutions (HEls) are crucial in training qualified 
graduates and employing them according their profession. 

The given paper presents the qualitative analysis of Higher Education Institutions involvement in the context of graduate 
employment. The study involves all accredited universities and teaching universities located in the regions of Georgia by 
January 2020, which had at least first-generation of graduates. This approach determines the reliability and validity of the 
study. Hence, the research encompasses 4 universities and 6 teaching universities located in the regions of Georgia. 

The aim of the research is to evaluating the current conditions of HEIs in relation to labor market stakeholders, determine 
the problems and challenges in regards of graduates' employment by profession. Analyze the functions of career services and 
outline the aspects that create horizontal and vertical unemployment of graduates. 

The presented article is one of the first academic attempt that examines region based Higher Educational Institutions 
by qualitative research method, using interview technique. Therefore, its scientific and practical significance is important in 
terms of the developing regional and then national higher educational environment. 
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INTRODUCTION 


The purpose of this article is to define the role of the 
state in the process of forming an innovative economics. 

The study's object is the problems related to forming 
the innovative economics in Georgia. 

The study's subject is to determine the factors affecting 
the innovative economics and conceptual analysis of state 
involvement. 

The works of Georgian and foreign scientists are the theore- 
tical-methodological bases of the innovative economics research. 
And the publications of the following professors are noteworthy 
among Georgian scientists: A. Silagadze (2013), V. Papava (2018), 
G. Gaganidze (2016), R. Gvelesiani (2014), E. Mekvabishvili (2016), 
S. Gelashvili (2014), R. Abesadze (2016), L. Bakhtadze (2019), G. 
Bedianashvili (2017), Sh. Veshapidze (2014). 

Among the foreign scientists, the fundamental works of 
the following authors are of great importance: |. Schumpeter 
(1942), R. Solow (2957), K. Freeman (1995; 2002; 2008), B. A. 
Lundvali (2007), R. Nelson (1993), K. Pavit (1984) et al. 

The study is also founded on the materials and Legislative 
Acts of the World Bank, National Statistics Office of Georgia, 
Georgian and Foreign Profile Ministries on the research topic. 

The paper uses research analysis, synthesis and other 
methods. 
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Theoretical-methodological 
foundations of innovative economics 


The word "Innovation" means the creation of something 
new and a qualitative change. "Creating new" and "innova- 
tion" are synonymous, but they have different meanings. In 
particular, "Innovation” is the result of the development of 
a new scientific idea and innovative activity, while the "Cre- 
ation of new" is the process of introducing innovation. The 
word “Innovation” expresses both the process of activity and 
its result. 

According to the World Bank, "Innovation"1 is a process 
of new technologies and methods that can bring significant 
benefits to society. Putting innovation into practice is of great 
importance, as new technologies and methods significantly 
improve both the existing product and the production process 
and services. 

The modern methodology of innovation is based on the 
modern standards developed in Oslo in 1992 that are used 
to classify technological innovations. The classification of 
innovations is carried out in relation to the activities of an 
individual field, in which the following types of innovation 
are outlined: technological, informational, organizational- 
managerial, etc. 

At the present stage, innovation is an important fac- 
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tor of economic growth, which affects the structure of pro- 
duction, the social situation of the country and ensures the 
stabilization of the socio-economic situation in the country. 
Innovative economics in its substantive sense provides an 
effective link between education, scientific research and busi- 
ness innovation based on knowledge and scientific-technical 
progress. 

In the 20s of the last century, the first innovation obser- 
vations were made by the Russian economist N. Kondratiev, 
who discovered the so-called "Long waves" in the economy. 
These waves are created by the introduction of baseline 
determinative novelties that, in turn, give stimulus to the 
use of many secondary and comprehensive innovations. N. 
Kondratiev attributed the innovations to the cumulative ele- 
ments that define economic development. 

There is another point of view, according to which 
innovative economics means "knowledge-based economy." It 
considers the professional-technical training of workers and 
raising the qualification in accordance with the requirements 
of the labor market. Great importance is also given to 
supporting the development of innovative thinking and the 
formation of an innovative, knowledge-based society. 

The word ,,Innovation" as a new economic category was 
first used by the Austrian economist Josef Alois Schumpeter 
(Schumpeter, J.A. 1883-1950), who developed N. Kondratiev's 
theory on innovation. 

N. Kondratiev and |. Schumpeter recognize industrial 
innovation as the driving force of economic growth in their 
main works. They view the impact of institutional factors on 
the structure of innovative activities as new combinations of 
changes in economic development and consider the cyclical 
nature of the economy as a pattern of economic growth. 

According to |. Schumpeter, "Innovation is a commercial- 
ized invention." It is a factor that accelerates public welfare 
and economic growth. It should be noted that through in- 
novations based on scientific and technical knowledge more 
economic wealth is created at low cost that increases produc- 
tion efficiency and labor productivity. 

l, Schumpeter in his work ,,Capitalism, Socialism and 
Democracy" relies on the idea according to which the 
driving force of economic progress is „Creative destruction", 
that means replacing old business models, products and 
professions with new ones. He believes that "Creative 
destruction" and the creation of new things are prerequisites 
for economic development. 

Achieving innovative economic development is possible 
only through establishment of an appropriate economic sys- 
tem, development of science, industrial and agrarian sectors, 
improvement of sectoral and social structures (Abesadze, 2016). 

The technological progress and innovative, creative 
thinking are often attributed to private companies and small 
firms; while the state with its regulatory function and tax 
system is considered as a disruptive power to the above. 
However, all the projects that are the basis of modern 
technologies are funded by the state. The state gives impetus 
to innovation and invests in it. It is the first to enter the new 
market, when "risky" private companies, despite adequate 
resources, become active only when the foundation has 
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already been laid and major work has been done. The state 
implements the above-mentioned through the resources at 
its disposal and taxes, the reduction of which, in the long run, 
has a negative impact on public welfare and the benefits of 
innovation fall into the hands of only a small group of people. 


National Innovation System 


One of the forms of innovative economics, in particular 
scientific and technical development was formed during the 
Soviet era, in the 50s of XX century. Off course, the model of 
the Soviet Union was different from the modern models of 
economic development, but it is noteworthy that knowledge 
was transforming and becoming an important priority of 
state policy during that period. 

The implementation and support of economic activities, 
focused on knowledge and introduction of new technologies 
in parallel with traditional production factors, are important 
for developing countries like Georgia. This implies the forma- 
tion and implementation of the innovative economics devel- 
opment strategy by both central and regional governments. 

It is believed that the creation, dissemination and adop- 
tion of technologies initially reduces economic growth rates 
and productivity levels (due to integration and restructuring 
problems). However, the technological innovation is seen as a 
major driving force of economic growth due to the improve- 
ment of productivity levels and, ultimately, the acceleration 
of economic growth in the long run. Some of the scientists 
are quite critical of the relationship between invention and 
national economic growth. They believe that the lowest eco- 
nomic growth is in countries that invest heavily in new tech- 
nologies, while the countries that introduce new technolo- 
gies are characterized by higher economic growth. 

In the early 1990s, the name of the scientists-econo- 
mists of the neoclassical school was connected with the 
development of the concept of national innovation systems. It 
is a combination of institutional, economic and social factors. 
In addition to the term "National innovation", the following 
terms are used to define the formation of an innovation 
economics by the state: regional economic system, sectoral 
innovation system and global innovation system. The concept 
of national innovation economics is based on the fact that the 
creation and dissemination of new knowledge, technologies 
are carried out through the interaction of state, private and 
public organizations. 

According to many economists, the concept of a national 
innovation system is a key factor in forming innovation eco- 
nomics. The British economist Christopher Freeman made a 
significant contribution to the revival of the neo-Schumpet- 
erian tradition. He argues: "Scientific research suggests that 
economics has evolved from the despair of science into an 
economy of hope" (Freeman, 1992). 

National innovation is defined in different ways. K. Free- 
man describes it as "The unity of public and private institu- 
tions through whose activities and interactions new technol- 
ogies are created". According to P. Patel and K. Pavitt (Patel 
& Pavitt, 1994), national institutions determine the quality 
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Table 1. Factors of the National Innovation System 


Universities (Scientific researches) 


THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


Research institutes (Technological development) 


National Innovation System 


Private companies (Commercialization) 


State (Legislative framework, institutions and 
support programs) 


and direction of technological education within the country. 
S. Metcalfe (Metcalfe, 1995) believed that institutions, col- 
lectively and individually, contribute to the development and 
dissemination of new technologies, while governments de- 
velop and implement innovative process policies that define 
new knowledge and technologies. After that R. Nelson (1995) 
and Lundwall (1992) developed theoretical views about na- 
tional innovation systems. 

Thus, the national innovation system includes four 
interrelated factors: 

As usual, innovation policy of a country is defined by the 
state. The innovation development strategy should be in line 
with the country's socio-economic development strategy and 
program. 

Identifying the role of the state in the process of forming 
an innovative economics can be done in different ways, 
particularly (table 1): 


e Through regulatory tools (institutions, legislation 
and support programs); 

e By research institutes (technological development) 
and universities (scientific research); 

e Through private companies (commercialization). 


It should be noted that creating a legal framework for the 
formation of an innovative economics in Georgia began in the 
90s of last century. The regulatory instruments and legislative 
norms developed by the state to promote the development 
of an innovative economics in Georgia are supported and 
approved by the state (table 2). 

State regulation mechanism for the formation of an 
innovative economics for the country is considered to be a 


Table 2. Legislative, institutional and state support 


Year | Legislative, institutional and state support 

1994 | Law of Georgia on “Science, Technology and their Development”. 
1999 | Patent Law of Georgia. 

2004 | Law of Georgia on “Higher Education”. 

2005 | Law of Georgia on “General Education”. 

2007 | “On Vocational Education”. 

2010 | LEPL “Shota Rustaveli National Science Foundation”. 

2014 | “Georgia’s Innovation and Technology Agency”. 

2014 | State Program “Produce in Georgia”. 

2015 | “Research and Innovation Council chaired by the Prime Minister”. 
2015 | Strategy “Innovative Georgia 2020. 

2016 | The Law of Georgia on Innovation. 
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key condition for the formation of an innovation economics. 

Over the last decade, the issue of forming an innovative 
economics has become a priority area of the state interests 
which is evidenced by the formation of a legal basis for inno- 
vation, on the basis of which the building the an innovative 
economics, the development of a national innovation system 
is carried out. The mentioned ensures the smooth implemen- 
tation of the whole innovation cycle (science-invention-pro- 
duction), where the main role is played by the market, and 
the state regulates the referred processes. 

The selection of regulatory methods and tools depends 
on the level of economic development and the measures that 
the state is able to implement. 

The second component is research institutes (technolog- 
ical development) and universities (scientific research) that 
can be generalized as economic policy instruments. 

The second component, economic policy instruments, 
includes state subsidies, fiscal incentives, implementation of 
state programs, andso on. It covers research and development 
expenses (R&D), the number of researchers (figure 1), tax 
stimulus measures, credit, fiscal and monetary leverage, 
and implementation of measures to attract foreign direct 
investments. The state policy envisages the mobilization of 
factors in the initial stage of business, the introduction and 
absorption of new technologies, the creation of innovative 
infrastructure, the most common forms of which are: techno 
parks, business incubators, innovation-technological centers, 
training-business centers, etc. The part of the economic 
instruments also includes the ways to enhance knowledge, 
competence, and issues on funding and organizing the train- 
ings and seminars. 

The figure 1 shows a 5-year trend in research and deve- 
lopment (R&D) expenses and the number of scientists invol- 
ved in research. The table shows a growing trend. 

The grants issued by the state to fund research, in 
particular the grant programs of the Rustaveli Foundation 
and the Georgia’s Innovation and Technology Agency, are 
considered to be a determinant of the growing trend. 

Based on increased spending by the state on scientific 
research and development, South Korea has been able to 
fund science for about 200% over 40 years, while research 
and development spending in relation to gross domestic 
product has increased by 35%. South Korea managed to 
form an innovative economics based on the support of a 
knowledge-based economy. They invested a considerable 
amount of money in the education system and the works of 
scientists, which put South Koreain the category of developed 
countries. 
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Figure 1. Research and development expenses and the number of researchers involved 
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Private companies (commercialization) - State involve- 
ment in the implementation of subsidies to stimulate the 
use of innovation and technology. The state can mobilize the 
high-risk and long-term sources of funding needed to devel- 
op innovation. Unlike the state, private investors are driven 
by more short-term and speculative goals, which hinders 
the long-term development process required to create rad- 
ical technologies. The success of innovation and growth of 
many companies is based on new technological knowledge, 
the initial capital and infrastructure of which are created by 
the state. This section also includes the transfer of knowledge 
from universities to the private sector. 

The role of the state in forming the innovative economics 
in the context of institutional composition review 

Itis necessary to define the role of state institutions in the 
process of establishing the system of innovative economics 
and analyze the state institutions, on the basis of which we 
will identify the needs and problems of state institutions 
regarding to the formation of an innovative economics. 

The formation of the innovative economics involves re- 
search institutes, universities, investors, institutions support- 
ing innovative ecosystems, business incubators that enable 
entrepreneurs with innovative ideas to develop their own 
business ideas under the favorable conditions. The amount of 
funding for research and development is determined by the 
Parliament of Georgia during the review of the state budget. 

The following ministries play an important role in 
forming the innovative economics policy: 

Ministry of Education and Science of Georgia - is res- 
ponsible for improving the “knowledge-based economy”, 
one of the directions of the formation of an innovation 
economics. In particular, it involves the regulation of the 
research and development system. Also, the Shota Rustaveli 
National Science Foundation of Georgia, established on the 
basis of the Ministry, promotes the development of science, 
technology and innovation system in the country. 
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Ministry of Economy and Sustainable Development 
of Georgia — the ministry is responsible for the formulation 
of social and economic development strategy and building 
innovation-based economy. The Georgia’s Innovation and 
Technology Agency, under the Ministry of Economy and 
Sustainable Development of Georgia, has been established 
to develop an innovation ecosystem. In addition, National 
Intellectual Property Center of Georgian "Sakpatenti" has 
been established on the basis of the Ministry of Economy 
and Sustainable Development of Georgia, which defines the 
intellectual property policy. 

Ministry of Environment and Natural Resources Protec- 
tion of Georgia - the Ministry contributes to the formation 
of an innovative economics by transitioning to sustainable 
development. 

The Ministry of Finance of Georgia — the ministry pays a 
significant attention to the tax incentives and state subsidies, 
when defining the budgeting and tax policy, in order to 
support the introduction of innovations in the production 
process. 

Ministry of energy of Georgia - the function of the 
Ministry in the process of forming an innovative economics 
is revealed in the process of creating non-traditional energy 
resources, in particular renewable energy resources. 

Positions in international rankings are an important 
indicator for assessing the current processes in the economic, 
social and political environment of the country. In order 
to determine the positioning of the main instruments of 
Georgia's innovative economy, we will review Georgia's posi- 
tions in international rankings, on the bases of which several 
international indexes are reviewed below. 

Global Innovation Index (GII), which assesses the inno- 
vation capacity of up to 131 countries and presents the latest 
global innovation trends, on the basis of Global innovation 
index data helps and give recommendations to the countries 
on creating the environment needed for innovation devel- 
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Table 3. Georgia in international rankings 


Indicators (position of Georgia) 2019-2020 
Global Innovation Index (GII) 63 
Global Competitiveness Index (GCI) 66 
Intellectual Property Rights Index 73 


opment. Georgia is ranked 63rd position with 31.78 points 
(from 100). The global innovation index relies on two sub-in- 
dexes: the innovation input and innovation output, according 
to which Georgia ranks 54th with 43.89 points, in terms of 
innovation expenditures and 71st position with 19.66 points 
in terms of production. 

Figure 2 clearly shows the innovation rate according to 
the data of the last ten years. According to the given ratings, 
the innovation index from 2014 to 2016 is almost growing, and 
from 2016 to 2020 a different trend is observed. Georgia had 
the highest rate in 2019, it was among the top 50 countries 
and ranked 48th position. The main indicators of Georgia's 
significant success are high-tech imports, while exports of 
Information and Communication Services (ICT) decreased, 
though, at the same time, the rating among the countries was 
increasing. The mentioned may be due to the slow pace of 
innovation development compared to other countries. 


Global Competitiveness Index (GCI) 


In contrast to the indexes discussed above, the Global 
Competitiveness Index (GCI) measures both conditions of 
public institutions, the stability of macroeconomic environ- 
ment, and its level of technological readiness. This index is 
determined by the World Economic Forum. The ranking in the 
Global Competitiveness Index is based on publicly available 


Table 4. Georgia in the Global Innovation Index 


THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


(statistical) data (World Bank; International Monetary Fund, 
World Health Organization, etc.) and the results of surveys 
conducted by World Economic Forum executives. The speci- 
ficity of the research lies in obtaining the data needed for the 
research through questionnaires from the business sector. 
The survey, based on the Global Competitiveness Index, cov- 
ers 141 countries, with Georgia ranking 74th (61 total points) 
position. In 2018, a survey was conducted on 140 countries, 
where Georgia ranked 66th. Accordingly, the rating of Geor- 
gia, compared to the previous year, has deteriorated by 8 
points in the Global Competitiveness Index. 

An economy that is growing rapidly over time is consid- 
ered competitive. It should be noted that in 2019, compared 
to 2018, the country has not shown positive progress in any 
direction. 

Based on the global indexes discussed, we can identify 
the main problems in the formation of an innovative 
economics. Above mentioned indexes are calculated by 
different mechanisms. And in order to clearly present the 
situation in the country, we need to begin by describing the 
functions of existing institutional organizations. 


International Property Rights Index 


The International Property Rights Index (IPRI) assesses 
the institutions that define property rights: the legal and 
political environment, physical property, and intellectual 
property rights. It is the only index in the world that fully 
measures intellectual and physical property rights. It covers 
129 countries and provides information on property rights 
systems that affect 98 percent of the world's GDP and 94 
percent of the world's population. This index also assesses 
the level of successful economy and building a just society. 
In addition, since 2020, the index will examine the close 
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relationship between property rights and other economic 
and social indicators of well-being, including: gender equality, 
entrepreneurship, research and development, personality 
development, civic activism and access to information 
communications. 

According to 2020 data, Georgia ranks 73rd out of 129 
countries in the International Property Rights Index (IPRI), 
and in the region - (Eastern Europe and Central Asia) 14th out 
of 25 countries. 

According to Figure 4, it is clear that Georgia's rating in 
the International Property Rights Index (IPRI) is increasing 
according to the data of the last ten years. 

Accordingly, rating of Georgia in the International Prop- 
erty Rights Index (IPRI), from year to year, indicates a positive 
attitude towards the property rights regime and quality of life. 


CONCLUSION 


The active formation of innovation policies makes it 
possible to lay the groundwork for reform. 

Innovative economics also implies high-tech develop- 
ment. Although, we think that unequivocal assertion that high 
technology is the main guarantee of economic development 
of the country is incorrect. In such a case, we consider the 
knowledge as a more important factor, because high technol- 


Figure 4. Rating of Georgia in 2011-2020 
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ogy may not create wealth and jobs, while the development 
of low technology and the use of local knowledge may lead 
to significant economic growth and improved prosperity. The 
use of high technology in all kinds of products, processes and 
services can be more important than its production. 

The post-industrial era can be called a cognitive revolu- 
tion, which today has taken the form of a knowledge econo- 
my. The current situation is characterized by very rapid sci- 
entific and technical development. Advances in science allow 
the use of a wide range of new methods and technologies in 
the field and activity that require new skills and new types of 
knowledge. More flexibility of higher education, politics and 
institutions are needed in order to take advantage of the in- 
novative potential of such achievements and to lay the foun- 
dations for a so-called knowledge economy. 

Although benefits are provided for innovative entrepre- 
neurial structures within the framework of the operation of 
venture funds, techno parks and business incubators, their 
volume is not sufficient for the sustainable development of an 
innovative company. In this regard, it is necessary to involve 
higher education institutions in the development of inno- 
vations, they will assist economic entities and government 
agencies in solving problems by developing innovations. Re- 
solving this issue is quite a difficult task and requires system- 
atic work in which both the state as well as the academic and 
industrial sectors must be involved. 
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We believe that the absence of research institutes, 
scientific laboratories, business incubators, scientific teams 
and laboratories and the renewal of outdated material and 
technical bases of the former institutions of the academy 
are particularly important for Georgia. While the formation 
of a knowledge-based economy is the main basis for the 
development of an innovative economics. To ensure this, 
institutional and legal changes have begun in the country. 
Accordingly, it is important to prioritize increasing spending 
on education in relation to GDP. 

Furthermore, in our opinion, the main factor in the 
formation of the country's innovative economics is human 
capital, which is formed on the basis of investments in edu- 
cation. Human capital formation is founded on the massive 
investments in education, healthcare, provision of informa- 
tion, which together ensure the growth and development of 
human creativity skills. 

The general directions of the formation of an innovative 
economy in Georgia can be formulated as follows: 


1. The importance of the interaction between business, 
the state and the academic sector for the formation of 
an innovative economics must be clearly understood. 
Innovation policies and strategies also need to be de- 
veloped. In particular, to establish a coordinating agency 
that will facilitate the development of innovation poli- 
cies necessary for the formation of an innovative eco- 
nomics, which will clearly describe the strategy for the 
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implementation of innovation policies. it will be a public 
policy document, the implementation of which will be 
entrusted to the relevant public institutions; 

2. Gradual implementation of effective measures for the 
integration of the Georgian science and education sys- 
tem into the Common European Space and the devel- 
opment of cooperation in the field of research activities 
with the friend countries of the region; 

3. The trend developed in the modern world taken into 
account by the state; 

4. Development of innovative infrastructure, which 
includes the creation of business incubators, provision 
of workspace and technology transfer center for the 
institutes of innovative activities, evaluation of the com- 
mercial potential of innovation, as well as the establish- 
ment of mechanisms to facilitate the dissemination of 
technologies; 

5. Formation and development of research-based innova- 
tion system. At this stage, expenditures on the devel- 
opment of scientific research do not reach 196 of GDP. 
More support is needed in this direction from the state; 

6. Protection of intellectual property and improvement of 
the related legislative and institutional framework. 


Thus, in the light of foregoing, the formation of an inno- 
vation system together with theoretical research is possible 
on the basis of effective management of the processes of 
forming the innovative economics by the state. 
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FORMULATION OF THE PROBLEM 


In modern conditions, transparency and openness of 
the public administration system is a characteristic feature of 
countries with a democratic system. Thanks to transparency 
and openness, a dialogue is carried out between the local 
self-government body and citizens, which increases the 
degree of citizens' confidence in the authorities, the quality 
of the provision of public services and the level of efficiency 
in managing the budget process. In addition, an open and 
transparent policy is one of the conditions for cooperation 
with international financial organizations and increases the 
investment attractiveness of the country. 

In 2019, the Open Budget Index of Ukraine increased 
by 9 positions and reached 63 out of 100. At the same time, 
despite the positive dynamics, the country has something to 
strive for and study the practices of other countries: foremost, 
neighboring countries, where Romania and Slovenia occupy 
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64th and 68th place, respectively, as well as developed 
countries, where Germany and Great Britain occupy 69th and 
70th place, respectively (Open Budget Survey, 2019). 

Analysis of recent studies and publications and high- 
lighting a part of the previously unsolved problem. Many 
domestic and foreign scientists are engaged in solving the 
problems of increasing the publicity and transparency of local 
budgets. Theoretical and practical aspects of publicity and 
transparency of local budgets occupy an important place in 
the research of such domestic scientists as L. Demydenko and 
Y. Nakonechna (2016), M. Lyvdar, N. Yaroshevych, I. Kondrat 
(2018), Yuriy S. and Kaspruk A. (2020), Nechyporenko A., 
Moroz L. and Panchenko I. (2021) and others. 

Scholars Yuriy S. and Kaspruk A. investigated the theo- 
retical foundations of a transparent budget process, namely, 
budget transparency and publicity as principles of organizing 
the budget system and participatory budgeting, which are ef- 
fective means of public participation in the budget process. 
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Researches L. Demydenko and Y. Nakonechna studied the 
procedure for publishing budget documents that affect the 
country's rating according to the budget transparency index. 

Scientists Lyvdar M., Yaroshevych N. and Kondrat I. 
analyzed the best practices of local self-government in the 
field of transparency and public involvement in the budget 
process, identified their advantages and disadvantages, and 
also suggested ways to improve the involvement of citizens 
in the budget process. A group of researchers Nechyporenko 
A., Moroz L. and Panchenko I. analyzed the level of openness 
of the budget process in Ukraine in modern conditions 
of development and identified problematic aspects and 
shortcomings that impede publicity and transparency of the 
budget process in the country. 

At the same time, the crisis phenomena in the eco- 
nomy, politics and public relations led to a decrease in the 
effectiveness of the use of budgetary resources by local gover- 
nments, which, in turn, does not allow obtaining the desired 
indicators of socio-economic development. This situation 
actualizes the need to study the publicity and transparency of 
local budgets in order to increase the efficiency of resource 
allocation and improve the quality-of-service delivery, and 
also contributes to the fight against fraud and reduction of 
the level of corruption at the local level. Thus, the purpose 
of the article is to deepen the theoretical aspects of ensuring 
publicity and transparency of local budgets and substantiate 
practical recommendations for their improvement. 


Presentation of the main material 


The key components of the budget system are the prin- 
ciples of the budgetary structure, in particular the principle of 
publicity and transparency and the principle of subsidiarity, 
where the first principle provides for informing the public 
about the budgetary process at the local level, as well as 
control over the execution of budgets. And according to the 
second one - the principle of subsidiarity, which is a key 
principle of European democracy, budgetary services should 
be close to the direct consumer (Zubenko, 2017). 


THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


The most successful examples of ensuring transparency 
of local budgets are the projects E-Data, ProZorro and 
DoZorro. E-Data is the official government information portal 
on the Internet that provides public information on the use 
of public funds and implements the idea of a "Transparent 
Budget", which allows, among other things, to reduce the 
level of fraud and corruption, increase the efficiency of the 
use of budget funds and Ukraine's international rating Open 
Budget Index. 

ProZorro is an electronic government procurement sys- 
tem that uses commercial online platforms to register and 
connect users and organizers. After the launch of the Prozorro 
system, a lot of tools and services appeared in Ukraine that 
help to analyze and monitor purchases and their participants. 

DoZorro Monitoring Portal is an online tool created to 
facilitate the monitoring and analysis of public procurement 
on the ProZorro Portal. To date, DoZorro-community includes 
25 public organizations that have identified violations in 10 
thousand purchases. It is important to note that the DOZORRO 
project development team has developed free training that 
will help to learn how to analyze purchases in the BI Prozorro 
public module. Participation in such training is useful both 
for beginners in procurement analytics and customers and 
participants (PROZORRO, 2021). 

One rating that uses criteria to assess public access to 
central government budget information is the Open Budget 
Survey. It assesses public access to information on how the 
central government collects and spends public resources. 
It provides an assessment of the availability, timeliness 
and completeness of 8 key budget documents using 109 
equivalent indicators and scores for each country on a scale 
from 0 to 100. 

In 2019, Ukraine's Open Budget Index reached 63 out of 
100, which is above the global average of 45. An Openness 
Index of 61 and above indicates that the country is likely to 
publish enough material to support meaningful public debate 
on the budget. This is a significant result in comparison with 
other countries (Poland - 60, Slovakia - 60, Czech Republic - 
59, Moldova - 57, Hungary - 45) (fig.1) (Open Budget Survey, 
2019). 


Fig.1. Transparency in Ukraine compared to other countries 
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Significant steps towards increasing the openness of 
the budget in Ukraine have already been made. The most 
successful examples are E-Data, ProZorro and DoZorro pro- 
jects. E-Data is the official government information portal on 
the Internet, which implements the idea of "Transparent Bud- 
get". The creation of the "Transparent Budget" system makes 
it possible to increase the efficiency of the use of budgetary 
funds and the international rating of Ukraine according to the 
Open Bugget Index. 

But transparency alone is not enough to improve public 
finance governance. Public participation in budgeting and 
local finance is essential for the positive outcomes associated 
with greater budget transparency. Participatory budgeting 
is one of the forms of democracy at the local level that 
provides a systematic approach to involving citizens in the 
process of making budget decisions for a particular territorial 
community. Thanks to participatory budgeting, citizens are 
empowered to make decisions about where to spend some 
of their public resources. 

Today, one of the best ways to manage public funds is 
participatory budgeting, which is the most effective instrument 
among all instruments of democracy. Thus, participatory bud- 
geting as a mechanism for the direct participation of citizens 
in decision-making on the use of public budgets is a globally 
recognized effective practice of participatory governance. 

Since 2015, in Ukraine, participatory budgeting has 
been increasing not only in terms of the number of local self- 
government bodies, but also in terms of the total amount 
allocated for the implementation of the ideas of residents 
(Shokalo, 2020). 

The Open Budget Review also assesses the opportunities 
for the public to participate at different stages of the budget 
process. According to Public Participation Index, Ukraine has a 
public participation score of 33 (out of 100). This is a significant 
breakthrough in comparison with other countries, where 
Bulgaria ranks 26th, Poland - 24th, and the Czech Republic and 
Slovakia — 11th (fig.2) (Open Budget Survey, 2019). 


Since 2015, in Ukraine, participatory budgeting has 
been increasing not only in terms of the number of local self- 
government bodies, but also in terms of the total amount 
allocated for the implementation of the ideas of residents. 
During 2019-2020 most of the projects of citizens have 
already been implemented by such cities as Kramatorsk, Kiev, 
Dnipro, Ternopil, Chernivtsi and Khmelnitsky. 

The victory of the draft public budget is significantly 
influenced by the support of city residents and voting for it. 
In turn, citizens should be well informed and involved in the 
voting process for it. During 2019-2020, there is a positive 
trend towards an increase in the share of citizens involved 
in the formation of participatory budgeting in most cities 
(Shokalo, 2020). 

The international practice of participatory budgeting 
shows that active actions by non-governmental organizations 
and other public associations, constant public control, which 
in turn requires direct public participation at every stage of 
managing the participation budget, plays an important role. 
In doing so, it is important to consider the following: 

Firstly, local self-government bodies should not “overlap” 
with the public budget the items of expenditures that must 
be financed by them. Thus, the draft budget should not relate 
to the direct responsibilities of local self-government bodies, 
but should take into account the ideas of citizens for the 
development of the city; 

Secondly, local governments should implement projects 
on time, and not "freeze" them and postpone them "for 
later", because in the event of a "freeze" of the project, 
difficulties arise in resuming the organization of the voting 
process for the continuation of this project and its victory, as 
well as proving this project to its logical conclusion. 

Gender-based budgeting (GBB) in Ukraine is funded 
by the Government of the Kingdom of Sweden through the 
Swedish International Development Agency (SIDA) to pro- 
vide advisory support to the Ministry of Finance. The project 
"Gender Budgeting in Ukraine" began its work in Ukraine in 


Fig.2. Public participation in Ukraine compared to other countries 
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2013 and today is the largest in the world in the implementa- 
tion of a gender-oriented approach in the budget process. A 
systematic approach to the use of GBB combines the financial 
and social aspects of the budget, and also helps to reduce 
gender gaps in Ukraine. 

During 2015-2019, in all regions (except for Luhansk and 
Donetsk) and Kiev, working groups were created by order of 
the heads of the Regional State Administration, which carry 
out a number of measures to introduce GBB in their regions: 


e conduct a gender analysis of programs financed from 
local budgets; 

e develop recommendations and proposals on the inclu- 
sion of gender aspects in regulatory legal acts; 

e carry out various events to disseminate knowledge about 
a gender-sensitive approach among other participants in 
the budget process. 


During 2015-2019, 103 budget programs were analyzed 
in the field of education and science, health care, social 
protection and social security, culture and art, youth policy 
and physical culture and sports. 

It is important to note that the Ukrainian experience of 
implementing and applying a gender approach in the budget 
process is of interest to the world: in 2019, a GIZ study tour was 
held for representatives of the countries of Armenia, Georgia 
and Azerbaijan (Ministry of Finance of Ukraine, 2020). 

Noteworthy is the evaluation of the Gender Budgeting 
in Ukraine Project (2013 - 2020) and the evaluation report 
presented by Nordic Consulting Group (Stockholm, October 
19, 2021). The purpose of the assessment was to provide the 
Embassy and its partners with materials for future discussions 
on preparing further support for gender budgeting reform 
in Ukraine, as well as to facilitate programmatic activities in 
the context of Sweden's next strategy for cooperation with 
Eastern European countries in reform for 2021-2027. 

Despite the introduction and dissemination of the 
practice of participatory and gender-based budgeting, there 
are practices that are overlooked by many studies. The fact is 
that these practices require considerable resources (time and 
money for the introduction of new technologies and training 
of workers), therefore they are not used or have a low level of 
implementation in countries. These practices are as follows: 


1. Public audit of the budget (participatory audit), 
which allows citizens to fully exercise control over 
their expenditures. Such an audit brings together civil 
organizations, citizens and the Commission's auditors 
with one audit team. Its goal is to strengthen citizen 
participation in the public audit process in order to 
increase transparency and efficiency in the use of 
public resources. It is being implemented in such Asian 
countries (in particular, Cambodia and the Philippines), 
where its use made it possible to involve citizens in 
control over the use of funds, cooperation between 
regulatory bodies and citizens, as well as an increase in 
the financial discipline of authorities. At the same time, 
the need for special knowledge and a significant part 
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of free time do not make it possible to use this tool in 
Ukraine (Golinsky & Matvienko, 2017); 


2. The visualization system "Open Budget" is a simple, 
convenient and understandable format for presenting 
budget information. On the only portal in the form of 
infographics, a citizen can get acquainted with the main 
budget indicators of his/her city or region, download 
the necessary documents, etc. The Open Budget system 
is a set of 9 interactive modules with the help of which 
a citizen can understand how the city government 
accumulates, distributes and uses city budget funds 
(Interactive visualization system "Open budget", 2020); 


3. Tools for disclosing costs, including per-object disclo- 
sure of costs and various techniques for visualizing 
costs in real time. The purpose of these projects is to 
inform the public about budget spending, as well as the 
possibility of visual control by citizens. 

The practice of object-by-object disclosure of costs 
requires additional time to update information. It is borrowed 
from the experience of Poland, and this practice is currently 
being disseminated and used in the Lviv and Rivne regions 
on the initiative of experts from the public environment and 
deputies. It provides for the weekly publication of information 
on the receipt of funds in the budget by source and by object; 

And the technique of visualizing expenditures in real 
time (in particular, mapping) involves the automatic mapping 
of both planned and actual indicators of expenditures of 
the development budget of an administrative-territorial 
unit. Their purpose is to enable citizens to visually control 
their expenses: repairing houses and infrastructure, capital 
construction, landscaping and purchasing equipment in 
socially significant facilities. This practice is borrowed from 
the experience of Poland and is spreading in the cities of 
Ukraine (Golinsky & Matvienko, 2017); 


4. Online budget consulting tools, which are used to 
better understand the priorities of city residents in its 
development and contribute to the efficient allocation 
of funds and improve the provision of services and 
services. In addition, this tool ensures the formation 
of partnerships between the authorities and citizens, 
where citizens can influence the adoption of decisions 
that are important for the city, and local governments 
can receive support for their actions. 

This tool is actively used in cities of the UK, which allows 
to attract potentially active and knowledgeable citizens who 
do not have time for meetings. In particular, the portals "Be 
Heard", "Birmingham says", "Our budget is based on what you 
said" and "Your city your say", through which city residents 
will be able to communicate their views and proposals for 
the development of the city, in particular, the distribution 
of the budget funds for construction, waste processing or 
social services (Consultation Hub; Manchester city council). 
The disadvantage of using this tool is the need to attract a 
permanent online consultant, as well as the cost of additional 
technical development of the online consulting platform. 
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CONCLUSIONS AND PROSPECTS FOR FURTHER 
RESEARCH IN THIS DIRECTION 


The process of reforming local finance in accordance 
with European requirements allows not only to improve the 
indicators of transparency, efficiency and control in the local 
finance management system, but also to raise the country's 


The advantages of introducing the considered instru- 
ments are as follows: firstly, they allow everyone to control 
the budget process and budget execution; secondly, they 
contribute to a more efficient use of budgetary funds; thirdly, 
they reduce the likelihood of fraud and corruption at all stag- 
es of the budget process; finally, improving the international 
rating of Ukraine according to the Open Budget Index. 


international ratings and create competitive advantages in 
attracting foreign investment. 
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Abstract. In the 50s and 60s of the twentieth century, when a proper parity was established in the economic rivalry 
between the capitalist and socialist systems, the economists and sociologists in the bourgeois reformist current formulated 
the theory of convergence (“convergence” comes from Latin convergere - from con- ‘together’ + vergere - ‘incline’). 
Convergence implies to merge, to bring two different socio-economic systems (capitalism and communism) together and to 
create a common techno-industrial system. Convergence involves similarity and integration of some characteristic features of 
different social and political systems and their structures, which gradually become similar and by means of interrelationship, 
cooperation and mutual understanding overcome the obstacles and acquire common character and become especially active 
in the conditions of scientific and technical development, internationalization and globalization until they create a new type, 
mixed, i.e. hybrid society, which includes the positive features of both capitalism and socialism. The global problems common 
to all mankind must be solved according to the above said. 
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Abstract. The inevitable decline in the reserves of traditional energy sources is fostering interest in the development of 


renewable energy technologies around the world. The territorial characteristics and abundance of water resources in Georgia 
have great potential for the development of small hydropower, although the reality indicates a lack of high practical interest in 
this field. Comparative analysis of the characteristics of Georgian and foreign energy systems indicates the existence of a number 
of problems in the small hydropower industry in Georgia, which is related to the strategic understanding of the development 
prospects of this field at the state level. This situation naturally leads to an increase in investment risks. The aim of the article is 
to determine the conditions that will make the construction of small hydropower plants attractive and facilitate the formation of 
a relevant market through a geoeconomic understanding of the issue. 

The object of research is the opportunities and tools to improve Georgia's energy security, taking into account the geo- 
economic factor of the state. The subject of the research is to discuss some of the current problems related to Georgia's energy 
security in the geo-economic context, in the context of hydropower. Institutional analysis, synthesis and comparison methods 


are used in the processing of the article. 
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INTRODUCTION 


Against the background of the growing energy crises 
in the world, the development of energy security strategies 
is becoming increasingly relevant for individual countries. 
Energy security is one of the key components of state security. 
The modern scientific literature focuses on the development 
of a new geo-economic concept, since knowledge of market 
factors alone can not guarantee success, and non-market 
factors also play an equally important role in achieving 
economic goals. Geoeconomic analysis, which combines 
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various non-market factors, becomes much more relevant in 
this data. 

The advantages of geo-economic analysis are due to 
the complex study of the geographical, historical, political, 
economic and institutional background of various issues. In 
this context, the geoeconomic approach is the most adequate 
analytical tool. Moreover, energy policy and energy security 
problems are a peculiar branch of geoeconomics issues. 

Politically and economically, it is extremely important 
for the country to have at least one component of energy 
independence - electricity, which Georgia offers based on 
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its water resources. It is a recoverable source of electricity. 
Compared to them, they are characterized by lower intensity 
impacts on the ecological equilibrium and it is possible to 
significantly mitigate these impacts by incurring additional 
costs. 

The fact of the inevitable depletion of traditional energy 
sources in the world today puts on the agenda the need 
for the development of renewable energy technologies. 
Given the territorial characteristics and abundance of water 
resources, there is a great potential for the development of 
hydropower in Georgia, but the reality shows that no reforms 
have been implemented in this area that will bring practical 
results. 

Taking into account the hydropower resources of 
Georgia, There is practically no comprehensive research and 
analysis on the geo-economic development opportunities 
of the country in the Georgian economic literature, on the 
basis of which a geo-economic understanding of Georgia's 
hydro resources should be made. The aim of the article is to 
study the potential and role of geo-economic opportunities 
of Georgia's hydro resources and to determine its impact on 
the economic development of the country in the process of 
integration of the modern world economy. 


GEORGIA'S HYDROPOWER CAPABILITIES 


Energy is the backbone of any country's economy and 
its proper functioning is of great importance. Along with the 
development of the economy in Georgia, energy consump- 
tion is also increasing - according to official statistics, the 
annual consumption of electricity is increasing by about 
4.5%. In recent years, a total of 800 MW of capacity has 
been put into operation in Georgia, but this is not enough. 
Georgia has become an electricity importer from a net 
exporter. Continuation of this trend will hinder the further 
development of the country's economy. Georgia is not rich in 
hydrocarbons. Thus, it is not only expedient for us, but also 
vital for us to make optimal use of hydro resources. Especially 
since Georgia is rich in its hydro resources and the first 
place among natural resources is occupied by hydropower 
resources. In terms of water resources, Georgia is one of the 
richest countries in Europe, with 14,000 m3 of fresh surface 
water per capita, while the European average is only 9,300 
m3 on average. According to official data, our technically 
feasible hydro resource is 90 billion kilowatt-hours per year, 
and economically justified - 50 billion kilowatt-hours, We 
have used only 20-2296 of this indicator (MESD, 2018). 

Despite the fact that Georgia is one of the first countries 
in the world in terms of water energy per unit area, its level of 
use significantly lags behind the developed countries abroad. 
Only 2296 of hydro resources are exploited at the moment, 
while this figure even exceeds 90-9596 in some European 
countries (Shvangiradze, 2021). 

Every country with a growing economy is characterized 
by an increase in electricity consumption. Georgia's economy 
slightly but still was growing, except for 2020, therefore, 
electricity consumption is growing in Georgia. Generation 
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sources in the country do not meet the growing demand and 
Georgia imports electricity every year. 2020 was no exception 
in this regard: Although, due to the pandemic, total electricity 
consumption was reduced, the country was still unable to 
independently generate the required energy and imports of 
electricity from neighboring countries became necessary. 

Experts note that the construction of large hydropower 
plants causes flooding of large areas. Large amounts of 
agricultural lands and forests are flooded, Negatively affects 
the microclimate, increases humidity, changes the landscape, 
impedes the movement of river sediment and etc. There is 
also an increased risk of landslides. This background further 
intensifies the negative attitude of the population. In addition, 
the connection of remote users to a single electrical network 
resulted in transmitter losses. The experience of China and 
many other countries shows that the solution to this problem 
can be achieved with a reasonable combination of small and 
large hydropower plants (Jiang at al., 2015). 

Today in Georgia, according to the The Electricity System 
Commercial Operator (ESCO), there are a total of 75 small 
power plants with a total capacity of 279.93 MW. (ESCO, 
2020). For comparison: in China, which is the world's largest 
hydroelectric power producer, there are more than 47,000 
plants that generate more than 2596 of the total hydropower, 
and mainly small hydropower plants are used, which expands 
their geographical distribution and sales. Chinese companies 
are also actively pursuing innovations and patents from 
other countries (CREO, 2017). According to 2021 data, China 
still remains the world leader in terms of total hydropower 
capacity (more than 370 GW). For comparison, this figure in 
other countries looks like this: Brazil - 109 GW, USA 102 - GW, 
Canada - 82 GW, India - 50 GW, Japan and Russia lag behind 
India (49.91 and 49.86 GW), followed by Norway - 33 GW and 
Turkey - 31 Gegawatt (Hydropower Status Report, 2021). 

Solving the problem caused by drastic seasonal changes 
and effectively exploiting the potential of Georgia's rivers 
is possible through the construction of various types of 
hydropower plants, where the impact on natural river 
regimes will be minimal and the coexistence of natural and 
artificial systems will be improved. 

The main document defining the energy sector of 
Georgia was adopted by the Parliament of Georgia in 2006. 
According to the “Main Directions of the State Policy in Energy 
Sector of Georgia", the most important long-term task is to 
"fully meet the demand for electricity in the country with its 
own hydro resources: gradually, first by import, and then - by 
replacing thermal generation." The Government of Georgia 
continues to support the so-called traditional energy projects 
(large hydro and thermal power plants) and does not make 
sufficient efforts to start new capacities of small hydropower 
plants. Analysis of more than 300 rivers in Georgia has shown 
that it is possible to build 1,200 small-scale diversion type 
hydropower plants, of which 700 could be built in western 
Georgia. The total installed capacity of these HPPs can be 
3,000 MW, of which 2,000 MW will be supplied to Western 
Georgia; Annual output - 16,000 megawatt hours (11,000 
megawatt hours in western Georgia) (OECD, 2006). 

The main advantage of small hydropower plants is 
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environmental safety and interest in them is caused by the 
following factors: 


e Construction of small hydropower plants does not 
damage forests and agricultural lands, does not 
cause demolition of settlements and displacement of 
population (Which is extremely important considering 
the national and traditional values of Georgia. A clear 
example of this is a number of protests related to the 
construction of large hydropower plants); 

e Small hydropower plants do not change the landscape 
and the environment in general, neither during the 
construction process nor during the operation phase; 

e Water flowing through a small hydroturbine retains its 
original natural properties (Deepak, & Katoch, 2015). 


The state issues a license for the construction of hydro- 
power plants in Georgia. In addition, most ofthe land is owned 
by the state and, consequently, the investor negotiates with 
the state, during which the opinion of the local population 
is less or in most cases not taken into account, which leads 
to a sense of protest and insecurity among the population. 
In addition to the fact that the state has a complete failure 
in communication, the processes are not transparent, the 
population does not have confidence in how fairly the permit 
for the construction of hydropower plants was issued. There 
are also doubts about the lack of qualified conclusions, which 
makes people even more negative about the construction of 
hydropower plants. All this, in the end, is reflected in the not 
so attractive investment environment of the country. 

Georgia has an energy development strategy for 2017- 
2025, according to which, in addition to hydropower plants 
of strategic importance, the construction of other small 
and medium hydropower plants is also envisaged. There is 
currently no proven mechanism to stimulate its development. 
Also, there is no well-designed regulatory framework under 
which private farms could generate electricity on small hydro- 
power plants. 

We should also emphasize the scientific and technical 
problems of small hydropower development in Georgia. If 
we compare small energy efficiency with large-scale energy, 
we can say that with the increase of energy, investment costs 
decrease significantly. Specific investments in hydropower 
plants with a capacity of more than 10 MW are 20% lower per 
kW than in small hydropower plants (up to 1 MW). However, 
such calculations cannot be considered completely objective. 
The high unit costs of small hydropower plants are related 
to the cost of equipment, which accounts for about 6096 of 
all costs. There is no serial production of such equipment in 
Georgia. 

There are two options for the efficient use of small hydro- 
power plants in Georgia. The first implies their connection to 
one power system, the second envisages autonomous use. 
Both options have significant advantages and disadvantages. 
Since all output power is designed for a certain optimum load, 
unavoidable deviations reduce equipment efficiency and lead 
to increased wear. If the power system is centralized, then the 
region can provide excess energy or receive additional power. 


GLOBALIZATION AND BUSINESS 1012, 2021 


THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


Power consumption in the local region always has very strong 
fluctuations, which means that the autonomous system with- 
out additional means of energy storage, the possibility of im- 
mediate shutdown of some turbine units or other means of 
maneuvering will work inefficiently. Power supply by a group 
of independent power plants will always have less reliability 
than an interconnected system (Wang et al., 2015). 

Discussion of the issue shows that the development of 
small hydropower in Georgia depends on various economic, 
political, regulatory and social factors. Until the adoption 
of the state program for small-scale energy development, 
all development forecasts will be subjective. Naturally, in 
conditions of uncertainty we can not expect an increase 
in investment in small hydropower plants and equipment 
production. 


GEOECONOMIC UNDERSTANDING OF GEORGIA'S 
"HYDRO ENERGY EFFECTIVENESS" 


In the era of modern geoeconomics, various strategic 
resources have become important tools for geo-economic 
competition. Studies in the field of geoeconomics show 
the evolutionary characteristics of geo-economic relations 
between countries, reveal geo-economic competition and 
cooperation, which in turn laid the foundation for the 
development of geo-economic policy. However, in these 
studies we will rarely encounter issues of competitiveness 
between countries or the analysis of what makes some 
countries more competitive compared to other countries. 
Some authors argue that geopolitical competition paves the 
way for geoeconomic competition and places resources and 
markets at the center of competition between countries 
(Luttwak, 1993). In order to establish a favorable position in 
the world market, countries try to become competitive, gain 
economic advantage, for which the geo-economic situation 
of a particular economic entity is essential, which, in turn, 
implies the location of goods, services, capital and basic 
communications (Kvinikadze, 2017). 

In modern conditions, geoeconomists study the so- 
called spatial agricultural processes and the impact of 
space on the factors of production and flows of goods / 
services. If economic geography studies the distribution of 
productive forces, in geoeconomics the spatial factor implies 
the influence of geographical location on the distribution of 
different resources, the arrangement of regional and global 
production nodes and "hubs". 

Against this background, the discussion of the country's 
hydropower issues in the geo-economic context ensures the 
achievement of the strategic goal of geo-economic activity. It 
aims to diversify the sources of raw materials and supplies and 
gain a global / regional advantage by developing economic 
policies Which gives the country a worthy place in economic 
development and the world economy, enable successful 
positioning in global or regional geographical space. 

The issue of geo-economic competition with respect to 
Georgia is a reflection of the country's location and resource 
potential, which gives it a comparative advantage over other 


63 


OTARI TUKVADZE | ANA GUCHUA | NIKOLOZ 011൨൧൧൧൧ 


countries. One of them is water and water-related resources, 
which is the first among the natural resources of Georgia. 
Georgia is one of the first countries in the world in terms 
of hydropower potential (rivers, lakes, reservoirs, glaciers, 
groundwater, swamps), considering the total area of the 
country. 

In order to make effective use of the huge potential 
of Georgia's hydropower development, the geo-economic 
approach to this issue offers us to present the country as 
the future center of renewable energy in the region. This 
requires the development of a geo-economic policy that is 
compatible with the objectives of Georgia's energy policy 
and aims to diversify supply sources (which is achieved by 
building small hydropower plants in the respective regions) 
and develop export potential by any means. The geo- 
economic positioning of the country is a contributing factor 
to the implementation of such a policy. 

As mentioned, the advantages of geoeconomic analysis 
are due to the complex study of the geographical, historical, 
political, economic and institutional background of various 
issues. 

When analyzing the country's hydropower from a 
geographical point of view, it is important to emphasize 
that the South Caucasus is a region connecting the West- 
East (Europe and Central Asia) and the North-South (Russian 
Federation and the Middle East) and Georgia occupies a key 
place in this region. The main comparative advantage for 
Georgia in the region is its geographical location. Georgia's 
geoeconomic role as an important connecting artery of West 
and East, North and South is becoming even more relevant 
and it is in the geoeconomic interests of a large countries 
such as the US, EU member states, Russia, Turkey, Iran and 
China. The economic interests of Armenia, Azerbaijan and 
Central Asia are also important to the country. Thus, its own 
geo-economic positioning has turned Georgia into a sphere 
of global interests. 

Since the spatial factor in geoeconomics implies the 
influence of geographical location on the distribution of 
different resources, it is important to emphasize the role of 
rivers in Georgia among natural energy resources. Georgia is 
one of the leaders in Europe and even in the world in terms 
of hydropower resources. There are 26,060 rivers on the 
territory of Georgia, the total length of which is about 60 
thousand km. The total fresh water supply of Georgia, which 
consists of glaciers, lakes and reservoirs, is 96.5 km3. Out of 
the total number of rivers, up to 300 rivers are distinguished 
in terms of energy, with a total annual potential capacity 
equivalent to 15 thousand megawatts, and an average 
annual energy equivalent of 50 billion kWh. (MESD, 2018). 

In political and historical terms, it is important to 
highlight the factors that make Georgia dependent on the 
import of energy resources from neighboring countries, 
which poses a direct threat to the country's international 
economic security, given, that in the event of strained 
relations with a neighboring country, it may turn its energy 
resources into a political lever against our state. Moreover, 
one of the energy suppliers of Georgia, the Russian 
Federation, has a long history of turning its own resources 
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into a political tool, of which Georgia has been a participant 
for several times. Also, in terms of electricity exports and 
imports, Georgia is most dependent on the Russian market, 
which is not a very good fact due to our relations with Russia. 
Moreover, along with Turkey and Azerbaijan, Russia is also 
Georgia's importer of electricity. Clearly, import dependence 
increases risks in terms of energy security. Based on a 
number of political or economic experiences, it is impossible 
to consider Russia (which has been in a conflict relationship 
with our country for several decades) as a reliable partner, 
therefore, we may find ourselves without enough electricity 
when Russia decides to do so. In addition, as a result of the 
devalued national currency, the price of imported electricity 
has risen even more, which is obviously an additional burden 
on the economy. 

Despite the many problems in this area, hydropower 
resources in Georgia provide great potential for the 
construction of small hydropower plants. Their large- 
scale construction should begin across the country. Given 
the economic and institutional background, this can be 
achieved in almost all districts and their construction can 
be done at the expense of existing production potential, 
financial resources and private capital in this region. The 
electricity generated by small hydropower plants can meet 
the demand for vital facilities in these areas. Construction 
of small hydropower plants in Georgia should be carried out 
regularly and in a appropriate manner, Environmental and 
other technical requirements must be met. A broad analysis 
of the costs and benefits to the state needs to be developed 
in depth. Due to the specific construction processes of the 
HPPs, their construction should be entrusted by the state to 
a qualified, experienced and reliable construction company 
and ensure that the ongoing processes are supervised by 
a team of highly qualified professionals. When considering 
the construction or non-construction of hydropower plants, 
it is important to know the terms of the contract between 
the investor and the state and, therefore, analyze and 
substantiate to what extent will the construction of the HPP 
be beneficial or harmful for the country under the terms 
of the contract, in order to find the answer to the main 
question, whether the benefits from the construction of the 
HPP outweigh the losses caused by it. The construction of 
each such HPP will take 2-3 years and it will be an invaluable 
contribution to ensuring energy security. Georgia will always 
be able to sell the excess seasonal and peak electricity 
generated by hydropower plants to neighboring countries at 
favorable prices. 


CONCLUSION 


Energy and energetics is a key challenge for twenty-first 
century humanity. Energy has always played a major role in 
protecting the national interests of large countries, as well as 
in the implementation of strategic plans of a number of small 
countries. In modern conditions, energy is the backbone of any 
country's economy and, in the end, significantly contributes to 
the sustainable development of this or that country. 
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Global warming, the main cause of which is the accumu- 
lation of unprecedented amounts of carbon dioxide in the 
atmosphere as a result of the intensive use of non-renewable 
energy sources (oil and other fossil fuels), is one of the biggest 
problems in the world today. That is why the interest in the 
development of renewable energy (including water resources) 
technologies and the efficient use of renewable energy 
sources is becoming increasingly important in the world. 

Therefore, the introduction of energy efficient techno- 
logies, the practical implementation of energy saving mea- 
sures and the efficient use of local energy resources are 
the driving force of economic development of any country 
and one of the main preconditions for ensuring energy 
security. Improving energy efficiency is especially important 
for Georgia, where, on the one hand, the import of energy 
resources is mainly from outside, and on the other hand, the 
efficiency of the final use of these resources is low. 

Thus, for Georgia, which is fulfilling the tasks of its state- 
building, the current or perspective functioning of the energy 
sector is of great importance. Clearly, it can be said without 
exaggeration that the development of energy infrastructure 
is one of the main directions for our country. Based on the 
analysis of the natural conditions of Georgia and the currently 
explored energy resources, as well as taking into account a 
number of technical and economic factors, at this stage there 
is no alternative to the priority development of hydropower 
for the country. Unlike other energy sources (coal, oil, natural 
gas, etc.), hydropower is a renewable energy source, which 
makes it particularly valuable. Especially in the conditions 
when only a small part of Georgia's technical hydropower 
potential is currently exploited. 


THEORY, METHODOLOGY AND SYSTEMIC PROBLEMS 


It is clear from the above analysis that only one fifth of 
the country's hydro resources are used in Georgia. As Georgia 
has great potential for the construction of hydropower 
plants, it is really important to invest in this area, which will 
reduce electricity imports and increase exports. In addition, 
it is better to focus on the construction of small hydropower 
plants in different regions, which, along with social problems, 
will reduce environmental damage, as well as the risk of 
natural disasters and the cost of electricity distribution over 
long distances. 

Geoeconomic analysis of Georgia's hydro resources 
allows us to see that the geo-economic positioning of the 
country, which includes its geographical spread and oppor- 
tunities, historical experience, political significance and eco- 
nomic opportunities, plays an important role in the country's 
energy efficiency. 

The presented paper discusses the issues of strategic 
development of Georgian small hydropower in the geo- 
economic context, from which we find that it is necessary to 
use water resources wisely, profitably and, most importantly, 
for the good of the country, which can turn us into our 
invaluable wealth. The geoeconomic approach ensures the 
development of an economic policy that enables the country 
to successfully position itself in economic development and 
a worthy place in the world economy, in a global or regional 
geographical space. By exploiting hydro resources, Georgia 
can ensure its own energy independence and enter export 
markets as well. Increasing the export potential of electricity 
literally means developing the energy sector, the economy 
and increasing the budget. 
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Abstract. The study of various initiatives of the European Union is highly pressing in terms of current globalization and 
regional integration processes. The Eastern Partnership is an EU initiative aimed at deepening and strengthening relations 
between the EU, its member states and the six countries of its Eastern neighborhood. The study of the issues concerning 
the economic development of the three associated countries (Georgia, Ukraine and Moldova) of Eastern Partnership is very 
important. Therefore, if these countries carry out significant reforms and the EU supports the development of the initiative, 
the integration of all three countries with the EU will possibly deepen. 

The paper discusses the indicators and peculiarities of socio-economic development of the EU Eastern Partnership 
Associated Countries. These countries are actively seeking for further integration into the global economy. 

Trade relations between Georgia, Moldova and Ukraine and the European Union have significant prospects. The share of 
Georgian exports to the EU in total exports amounted to 22%. EU plays an important role in Moldova's exports; in 2019 the 
share of the EU in Moldova's exports was 6496, which is the highest among the associated countries. Ukraine's trade with the 
EU is also high among these countries. 

In 2019, Georgia's foreign trade turnover (%) accounted for 75% of GDP, which is quite high. Negative trade balance is a 
very important problem for the country; trade deficit (%) accounted for 32% of GDP. In 2019, the share of trade turnover (అ) 
of Moldova and Ukraine reached 72-7296 of GDP. 

It should be noted that territorial integrity of all these countries within internationally recognized borders is violated 
which significantly hinders the economic development of the country; in addition, it also poses a serious threat to maintaining 
security and stability; and hinders their striving towards the EU. 

The Eastern Partnership allows its member countries, including Georgia, to accelerate the process of trade and economic 
integration with the European Union through bilateral and multilateral cooperation. 

The EU Eastern Partnership initiative promotes further integration of the member states into the EU, as well as the socio- 
economic development of its member states. The Eastern partner countries have a common communist past. 

Georgia has the highest negative trade balance in foreign trade in goods among Eastern Partner countries. In addition, 
Georgia has the highest negative trade balance and negative import-export ratio. In case successful economic reforms are 
carried out Georgia might be the first Eastern Partner country to be awarded the status of an EU candidate country. 

None of the Eastern Partner countries is a member of NATO. There is no direct link between the EU and NATO; however, 
the recent enlargements have shown that before joining the EU the country first becomes a member of NATO. 

Georgia should continue further integration with the European Union and increase trade and economic cooperation 
with the EU and its member states. Increasing Georgia's exports to the EU remains a major challenge for the country. The 
Eastern Partner countries have to continue their effort to develop their economies and further integrate with the EU and the 
international community. 

Thus, Georgia has a good opportunity to get closer to the EU, develop the national economy, make it competitive and 
increase trade and economic cooperation with the EU. 

The Eastern Partnership allows its member countries, including Georgia, to accelerate the process of trade and economic 
integration with the European Union through bilateral and multilateral cooperation. 


KEYWORDS: EASTERN PARTNERSHIP COUNTRIES, GEORGIA, MOLDOVA, UKRAINE, FOREIGN TRADE, GDP, ECONOMIC 
INTEGRATION. 


For citation: Putkaradze, R. (2021). Georgia, Ukraine and Moldova, the EU Eastern Partnership Member States: Modern 
Challenges. Globalization and Business. 12, 66-73. (In Georgian). https://doi.org/10.35945/gb.2021.12.009 


66 00000020500 Cd 6096000 1812, 2021 


യന൦൦൬0൭൦90൦ Cd 90096010 0812, 2021 


JEL Classification: F02, F15, F19, F55, F69. 


GLOBALIZATION AND BUSINESS Ne12, 2021 


https://doi.org/10.35945/gb.2021.12.009 


b636600)89C9(5, 93600060 VS IMCCM3O, 
9360303306005 008(0b53C990)0b 3660660(060(060b 
60950 38936260: 006൭60൭൭൫0 360306393900 


5058 ౪౮6౩౮౧౮౮౮ 


9368റുറ1 ൭൯൫൪൪൨, »506393e» 360936060 
౧3౮9) zogobndgnwmob bobgeodab 

odogabals bobgw@dfoge 3603965009360, bajaco39e»o 
ramaz.putkaradze@tsu.ge 


66336660) 50633280: SCIMLSICID 3560060(0650060b 38996990, bOINMNIZIOM, 6൬൬൬൬൦, 
099൦000൦, 100൫൭൭0൩ 3039000, 600൦00 ൦0൦00൬) 36500009300, 13౧6౧౩౧౩౮6౮0౧ 066986050009. 


90006390bo30b: ర్యాథ్యింథంర్యి, 6. (2021). b»o6039e0, 6൦00൦ Oo dmmemgo, ൂദു6നൂഃദ്ദേറ൪റ॥ omdmbagmgoob 0൫60൬൭൯! 
P9300 35396390: 09658960393 89000333990. 8070007080300 Qo 606600. 12, 66-73. https://doi.org/10.35945/gb.2021.12.009 


&99eb53e»goob s0HbomHemdo (EaP) 3360353do6ob 
03360 [30800000 9൬൯0൦൨1൦ po 939:3oob 0605056032», 
ര്‍നര്‍റൃനറ്റ Jdbob obom hobhob 336o03539o6ob 360o96oo- 
dgdabogab 3jgb 03049050൦0, ൯00൮൧൦൦0, 585665025605, 
dgmmbHaborb, bofohagq~mmborsb, dmmemgobo qo y3o0- 
൫൦൦00. ombsbadbogos, md o~dmbogmgyn 3eó5oc6o5ob 
9650003390 3obób533oo» j3396390». 3360353906ob o- 
൦090൯0൬൪൪൦ »odebageogoo doHpbooteodob Jgqybgdarb 
bbge@obb3o qyoé9oo 0൩൭൫0൮൬൬൪൭ യ 030 deog»3b 3305o- 
903360 gobgnmoOgdnb d6535q» 600൦0൦൬൪൦0, sbo(0633ob 
b908336030»330b గీంయ్యల్లుంలు (Putkaradze, 2019). 

2021 ആറി ogevobdo 90൪0001൦ po dmmemgab 363600936- 
(990 bajaco39e»ob b6:3650396 (9o 6൦൦00 ൦൮0൧൪6൩൪1൩ 
306060൦1 068൨൪0. oEdebog~mgm dohbomAmdab bodo 
bobgmdfagerb 3699009356330 obo(06953e»0 ൭൨൬% ൦00000 
LEAZMoGagoob 0൯൭06) 0൮൬0. മൂന൫0൦൫01 608500 3365330 
0060൭00൮ «9583 bodo Jagybab mobsddHmdemdnb go6- 
093908൦൦ (https://civil.ge). 

Bomdogns, Hd 00000000 ,oedeobogmgyn 3s6boo6o- 
dab“ ohegndgdger0 j339633ob bogogge bofdqoro 000൨1൫600൦ 
bga 0൩൭06 ൮6൫൭൪൪൨3 gobybo@gdab, ల్ల 3533» 
98653»3doCob dog »bo(06933ob 90൦൪0004൪0 9096)൬ു- 
dob 00൦0൬൭800൨ 2586q»b bofoHagqmedo, 336»ob»bs Eo 
domemgedo. (https://mfa.gov.ge). ൦൬1൦000090, fd od 
0304000൨ 33060803360 gobgnaO dob bogambgdob 3393o 
ROME ൭4൫൬൮൦൬൮൪൨൭. od boznmbgdab 33e»33»b gdogbgdo రిరం- 
gomo 0900൯൬0൨ - ob., dogowomae, Bedianashvili et al, (2019); 
Papava, (2018); Gogolashvili, (2018); Putkaradze, (2010, 
2019) po bbg. 


GLOBALIZATION AND BUSINESS 1012, 2021 


epdoboge»goob IpbomHmdab 006൫൨൦൦൭൬൨ 90963930»: 
qogabe»ogoeb 93൪0 j53969$6o 336o3539o6b po bൃനറ 9)- 
30gob 9൦60൫0൨0൩൭ 40൪90 3306090336 3»5300»6933»b po 
03000൨ 3363939o6o0»5 9059300603 00690൪0൦. ogbod- 
Eyma j399633o 00൨6൦൬ ദൂയറ൬ന൦, 35596953ob bogoxhm- 
-ga*bo89o3360 3530065350 b»g6o»sde obo ൭൦0൦0൪൭൪൨൪ 
0336 439909൪൦0, gobbogyamgdom 30 3363»39o6o»b. 

930m303d06b ofgb 9൮60൧ 06൫൦൦0൨൭൨1 5535360 
6൨൬0൫൨൭൦. 9015൪001൪൬ 9336603539060 dodge 636g 
060൦0൦00 800000 g036md0b bogambgddo, doo 9൯൪൮1 6॥നന്- 
qoc begedéóx mhobntopnobnob (WTO). 93603939060 
ദൃയറന്നനര്ം 30909509760 6൦10680൦ bga 9൭൬ »30539»- 
ന്റ goxedb 3s5300»699»b, 6x36 3305903360 ൪൫൬൮൮ 
bodya gobo (9o à9633696636»60»bo93ob godoeoob obbġ- 
63096. 

Joos 00൬00000൯0, Hod ൪൬൬ 060൨൬0 bohm 
9b0930൮൬നദുംb [౧90్యల్రుం0 6റഠന)റം 336603539060»6 93mbmdo- 
37360 00൫0൭0൨൪ 38583. 0300 0390800636 bogdo - b5j56033- 
end, Ieognoenged o ൮3൪൭00൭0 bye 9൩) 33603539o6- 
൦൦0 ౩౧౧౧6౧౮6౧౦ ൪൮0൦0൪ 90൦൦000001. 

0൬൭൬ 2013 (നറ 28-29 begddgeb J. gowboybdo gə- 
00൭0൦൦ ,Edebogm@ga 06൫00൬൭൯ 60300 60050) bo- 
6000, boog 9൯0൬൦ b5556033«0-33603»39o6ob »bo063- 
dob 80൦൦000640 3aé5g0639», ൬൭4൦ o yogxmabdmdggge@o 
നദ്ദേറ്ധുമ്മനറ 3»366c93ob ദുന03൨000)0൪ hoogmno. 2014 Pab 
27 ogbobb, గ. ൪01൬0൨, లుం റ്റ) 336o3539o6b» po 
bofohagq~mob dnb »boo6933ob 60150൪ dgo»bb833»b. 
2015 [നറ mmol 30 ൦൫0൦0൮060൦ ൬൭൭൬ 33603»3906o0b 
03360 bobjwdfogmgdab 00൭൪ b54j560330»0-33693»39060b 


67 


6౦౦06 93903560508 


sbogohgdob 90൦൦000100 6»omo50633ob soeggbo, bomm 
2016 fob 1 o3eobb, b5j565033eobo യ 33603»39o6b 8൪൫൨൮൪ 
obo06330b 8൮൦൦00604൦, 9൦൬൭00 Iggn@o. 

39090 693090 (04000 ga@mabpgg@o3o0b 38089 6൦- 
goon ydbadgbgmmgobgbo po fob go@o@gdjmo 09400൪. 
6നന൬൬൯റ്റ൦0, oEImbog~myon ൦0൫60൪൯൪൨ (04000 9൭0% 
3o639c8o, നറര്‍റ്റ0൦നു൭റ bagad 600൨ ൭൦0൩6൬: 9360- 
3939060൧൪0. 0നന്നയനദ്ദറ 0൨൦൬൮000 d93de»oso 99029- 
bob ja39b93do 0d«39»36o06 (90 ൮൮0൬) ൭൦൫൮0൧൨൦) 309ob 
000൭1൦൭൨ 00൬൪൨ 326993. 300933 3600 Howdodgdo, ൭1) 
bm dosmhos, 2017 Pab 8 006൫ 336035390605 
0909099936 3:6b2»e»do 399«43996q» 33693»39o60ob bodgob 
698:e»»goob Bg~momyd0, Hodenab ൦൦0൦00൦൬, 1൭൭൪൧9൬0 
93653939060»5 3309c dodeobgmab 63309ob 34053 30400൨ 
boado go@onbsggm@o. 90056൭0൨1൬, 2017 Pab 28 9൦0൫0൬൦0 
bb 9൯൭൬000൨, Hedengdo3 gwd 30083- 
$603«» 000൫0, 99൬൪൪ 308ob 356993 33663539060b/ 
d9639bob 336 [30800060 godadog@goob. yandm@ 903953609» 
39bade»9$3e»o» 90000൨ Bobol 69606060583, md gw 
Iengogh 336353906ob 22 [036 Jgqyobob, jghmjogdomab 4 
6൦36 Jggyobob. 30൪൩ dadmbgmo ഒററ Igbodwgdgwoo 
90090001 4 gobeowod j39g»b»bo». 

ఏం గ్రంతయ్య్రల్తుం8ి dofbodomymo@ 0൬ godeonggbob 336o- 
3939060൦൪0 bog03He-g3mbedo3z 760 abHyZHo300b se ggbab- 
306 doog$3e»o Agbodergqdqmdgd0. b5ja6033e» go39e030b 
obpésqeqe 996o037e» oa»bdo magaba jymgbnmn o@go~mab 
(593300693930b33b o 3900 98൩൬൯൩ 008000) bfo693ro 
930m 303d0G 0b Hgg. ja3gbob Ierbsbergmdnb ogo bopo- 
നറ bog joo നദ്ദ గ్రథణర్భాల్లుం bogógob 355390930» boHowoe 
90098653836. 0093൦00൦, oeEdeobogmgm 9൦6൫00൪൭ 439y9%0- 
gob bojo039e»ob Jgydmao ayob 306393«»0 - 336935390605 
300൬0൬60 ob 096൯൭) ൬ 6060000൪ 03090൮ ൫൦0010 
600100൩1. 

൪6൨൬00, 2017 mob 24 0൯040, o~derbogengar 3a60- 
6౧౧6౧౮౧౦ 39-5 ററ gondohoo (European Commission, 
2017). 
sMderbogmyon 6൪00൭൯൪൮ Jgqgobo 90൦൦0000൬൦ Iodogowo 
nobsddhmdemdnb 383389. o~deobogmgn 000000൯ 9)- 
939999 2960 6000൬ 0609660639«0 doggmdob dboH@obo- 
4060൦൬, 336503539068» 2020 Hmobomgal 20 06൫൨൦൦൬൨ 00൪൦00 
3౧౫350. HobsddIhodewmds gqyxdbgd6m@o mob 6౧6౧౦౦౮ 


9863»39o6ob P9300 bobgemdfagegdo യം 0810 


bona 146൫൯: dagha 33x5o903»: nbd 
896300»6930b bamdghymds qe ൪൭൪൭0 Agbodegdmeodydab 
5030533» 3900c»«93x9ob 3s86qob 8౧86౧౦); നറ) 3o3d0- 
ര്‍റ; തററ bo ogo@mgdo. 

bofoagg~mob, 336»ob»bs po dmmemgob So6ob bog- 
9b65030 ൦൦0൦096൪0൬൪൪൦ 90160൦88൦൦ bagóggdo ൭൦൦6)- 
dyma HQgambywo తంఠగ్రరంణరలలం0 6060ദദ0നറ abngnadaga~web 
g60-96ob (൦൫൪൯00 wo 99010൧൭൪൨൦ 10066൮൯൩൭൦ 
౧8 ൭൪൫൭൬൨1൭ qe (m)ejóo63$ob gogo~mabhobgdom, Godoy 


68 


bga Jgyfym q69»óob గ్రంర్యంలంర్యుతం0. »be06933ob Igbo- 
b9d 90൦൦000100 606൬൬0 ര്‍റ 1൪൪൪൧൬൯0, 336»o- 
babs po dmmemgab, HmgmH3 »odebogego 0൫60൪൯൪൨ 
840830൬0൨0, 3000999535» bga Igyhyo 0060060090 mobo- 
690൬0൬൪൪൨0 Jg4dbob, Hoos 90൬0൭ 336035390690 gə- 
[0960൨൦0൮൪൨ gobogboonb smbboma@ogns po godogbye0y43696 
sMderbogemgo soHbommHodnb od bobgmdfogegdabgeb, hmd- 
9003 3363»3do6ob D336o93»b ൪൫ gobabowogg6. 80993600- 
69d0b0396 6൦0൦൦0 ൮6൫൦൭൬ obog0»()o3» dbodgbjwmgobno 
൭00060൨0 yhonghamdgdob oosdgoydobo wo గ్రంర్యంయంర్యుంం- 
boogob (Davtyan, 2019). 90056൭0൨1൬, ൭7 opbodbywo j339- 
6390 Bo0h969096 dbndgbgmmgob 63«068939b wo 336503539060 
0൮൬0 997൭൪ obog0»ogob gebgano@gdob, Igbodengagenna, 
൭000) 8308000 33603»39o6o»b o5(336»(0» മറനന. 

3960 നറു 330«o9035do 9൬൨1 900യ)ൂറ 9096330: bo- 
0639bi5o0c ws ൪൦൪6൦൪൭00൯ 35792099633» po 6൫806) o 
bodyomm 1൦൦൫0൯൪0 86൬0൪ 3o3650»e»ob baedghyods; 
gobobbgdob b9ce»9obsparodo3ob po gobobbyhn obgmobd- 
൮൫൮0൨൪ ba300b33do »&5353c»0 ba639933ob 35dcbpo639»; 
oboma bodqdom oegagngdab 90000൦ »q30q093603 ws 69330o- 
రయ ൭൯0൪) Hggacbab dows go3H mdb dbaéq»396» 9൦00൫00൪൪൭ 
090400001൦ po 3൭൩3൭330൭ 9൪൭൨൨. 


boJoHogqmeb, Iomomgobs wo 336»obob 
6౧6౧౦౮౮౧ 9630൪൬൭൪൨ 


2020 fnb 0൩0൦6100൨൧ o~dmbogmgm 6൦060000൩൭ 
0904000൨ gbeg6o3b 71.8 deb. zago, hoy 935603939o6ob 
0൯1൦0൬൬൪൨൪ 16%-b 0൬000 (Eurostat, 2021), bow bo- 
്ര്‍ഗദ്ദൃത്നന, deogmo@mge go ൬൮൦൦൨൪00 Bboghmdb 49,4 dmb. 
3030 (ob. gbhomo N1). ombodbywo Jagybgdo@0b y3qmodq 
8000 deobabeo 903» ദൂ0നദ0൯൪ 1൬൮൭൭൨൪൭90. sobobodbogno, 608 
൭൬0000൬൬ bod Jggyobodn 65 Heb po 3960 obogob o@odooby- 
తిం 9൦൬൫96൭696 Jeorbsbergmdnb gh 6൫8060) Hob, 30063 
930 303d06do, ൦൬00 ౧౦౧6౧ 909൬0൬00) dnwnobn derbob- 
egedab dabjoge@b. 0൭0030) Jgqyobodo 9൯൪൦൬൪൨1 wodoemo 
dog gbgdgwo Cogndbomo. 

bofohoggmob deobobegeds 30 Jgo@g96b omdobogeg- 
ab dohbomhodab 03360 3004൨ 5,2%- wo 936m 303d0- 
Hob വ്രത 0,73%-b. hoy 99൭0൪൭ gQotomdb, ybod- 
നറ jgggb93ob gohomdo 0൭൬൫6 336o3539o6ob boghom 
qjooo3ob 2376-83 9000. boo o39«ob «6090 90൬000 
00310 03086000 boghom ന്ല൦0൧൪൪൨0 6,76%- o 33650353do60b 
ന്ല൪ഗനര്‍വ 1,5676-b. 

3a »obob deorbobeogeds 03൦000൦11൦ po తెలణల్రుణర్యిం0 Joho- 
bo, bofoHagq~mmbs po Iomemgeh Iebobengods bo63560»bs 
യ ഈറ debabe9o3»b 9൬൫൨൮1൪൦. ര്‍ന്ന Hengddo 336o- 
3939060൪ 0ന൯10ന൬)ന൪൭ 90൬൦൫൪൨൦ రిల్యరరల్ష్రుట్టుల్తుం 639300 
30080 (fm 0൦9൦൬ 86൬0൦ 0,176-o0). ൬൪096൮൬ 


0000020500 CS 6096000 1812, 2021 


0൭൭൬൧൦, 000൩൬൬൬൬൪൦ Cd 0൮൫00090 36౧60౩౮౮0 


Bodog 1. b5j56033e»cb, Imomomgebs go 13൪൭൨60൯ 9260030 Oo 9൯1൦0൬൪൨൮൯ Gagbegbmds (Eurostat, 2018, 2021). 


I~mbobergmdo (0൬0. 366౧) 
93360000500 (33. 30) 
2009 2015 2017 2018 2019 2020 
boj56039e»o 69 700,0 4.4 3.7 3.7 3.7 3.7 3.7 
IMTM 33 846,0 3.6 3.5 3.5 3.4 4 4 
9൫00൦ 603 549,0 45.9 42.7 42.4 42.2 41.9 41.7 


൦൬൨൦00 bodsdj~me dnp (Papava & Silagadze, 
2019). 
൭900 qobob 89001080൨൪ 96o-360o dbndgbgmmgobn 


నా. డ్రింరి౧యంగర౧bం യാം gbo3- 


00൬09൫൭൫ (൦600൯൭൮൭൭0. bpp 06൦൬0൭00 bododymo 
യ്യു 900709095 യ 6൦ന൬റഠ0റ bododywom 86Me7Jh0 
Ieobobmgmdob 3660 53:83 [౧0806000 33060803360 355300»- 
ര്‍റ 6» 365389» Jgqyobo, bom doc»o»bo badodymo Qm- 
ojjóob Goer Go 89൬൨൪ ൫0030 gobbodyghogb ౧8౦౦, o 
൫൭൦0൬0൦൬ d9de»33b റ്റം ൬൪൨൨ 3965090 395300»6350b 
domoa bogb3639ob dowhygob. b53565033«»ob 006583 goder- 
03939» - Bobgnmr@gdoe@0 j399bob ൫500120൬൭0 355303603» 
qojebe»ogo9b 3»6300»635e» 38040050. b596o»do6obo 
obosdggmdomdob 5659608» Jaggobod 90൬ Jawoobo bogo- 
wn യ്യു dorsdd_ioo30 86൬൨0 Hyo~odnan oobodby- 
mab dowhggo. 

bంగ్చేంగుయ్యయయర ര്‍നനറംറ badodon 66൬00 po 62൬൨0൦00 
൦0൦0൬൬ 96൦൬൬0൫0 9൯10൬൯൪1 3660 L൮൬൪ 336603539o60b 
0336 3080060 dbodgbjwmgbop 553633» (Eurostst, 2021). 
౧౧౧౧ 95553933900 2019 bajaco33e»ob 90൬൨൦00൦ 
badadye»c 3600769» 15.8 9൬6൬. 336b dosopos, Ho Hobo 
0൬൪൦൪0 890269900 goHeown, 90൫൭൭4 gh 9൦3909൪൭൬റ 
dbodgbjwmgbop 0൭0൯൬൫൪൦ 0൦൭006൭ 3360933e»o 03040000൨൪ 
obagno 3036 6൦80004൬. doxosbo bodsdywo നറ 
dobobmgmdob ൭൪൭ L൬൪൭ ൦0൦0൦3൮൬൯0 3»53936333e»o 3g- 
൬൫6൪ 33693»39o6ob b»33sc»o dohggbgdmab 11,9%-b. gbo- 
E08 CAG qo» bognho, 0ంగ్రంయ్య్యిల్తుణ0 dabo 33c5o9o300 po 
bc0(059»365-3305«8o3360 3»5300»635o0 93360933eo J399- 
0800 60380 ൭൭00. 2016 p3e»b ൦0൨9൬ 60൦൬0൦0൨ 
bododymm 96൬6൫൨ 9൯൦0൬൪൨1 ൭൪൭ bh 9%53969%9- 
woo 060 bod Ja9gabab: 4൯00൦0, y3honbobo po రిణల్లుల్లణ- 
gob. boo o@abadberb fed 2014 Gab honga ൭൪0൧൬ 
രയം domme bodbgob, 9൭൫൭0 2014 Pgb bs]o033- 
Moda Pefj6993e»o 0൯10൬൮൯൪0൨ boymggmoom »opg6ob 


യമായ 0008000 0൯1൦0൬൯൪ Hogbegbmdsd doggnbo 
1526-00 b»3e»9930 ൬൦ Igbodsdoboe@ gonoh@o Jgqgobodo domo- 
obo bodsdq~e 36h] dobsbe» 390b ൪൭ 3093. 

2016 fob 0൯00000൦ ൭൬0൯1്രുന്നറ്റ൦ 00൫000൪ 33963- 
dob downobo bodody~meo తిథణర్ష్రూగ్రిథం0 ര്‍്രൂനനര്‍ം0 190 Immo. 
930 Jg@ganbs, 6»( 336603939o60b Jawoobo boom 36o- 
v3joob 1,2% 90൭൬00. ombodbye 439409൪90 ൬0൬൫൦ ggo- 
0൯00൦ ൦00൦ 0900൦0 (137.3 9൬6൬. 3360). bs]o6039eob 
9൦0൬0൦00 1൦0൭൦0൮൬ 966൨ 909൬9000 oedebogmgaob 
6൭60൫0റ൯൫൯൪റ॥ 419040൮600 ൦൬൨൦0൨ bododqmm കററ 
6,8%-b go 3363»gdeCob 6൦൬൨൪൨ badad;ewo తిథఅర్ష్రూగ్రథం0 
0,1%-b. 


wMdebog~mgonb 9൦0൫6൨൪൭ 43096040 
വു 353606» 


൦൨0൫68 byob odenggo ൭0 Jgqybgdabs po 9360- 
39309000 9൪൭൨൪ bogoghn HobddJhodmmdol pobodn3obo ൬൦ 
൫00൬0൪൨൪ 50൭൬0൨. 33050903360 o6336»(0» [൦00൯ു)യ- 
800൬ bogoxHe ob63a6»goob 326993. bofoHaggmob bo- 
Jobab 004൩6൫൨0 ന്റ്രൂൂനനര്‍൪ം8 2016 Pgb 1909 mb. 9360, 
bom 10൬0൬1 od3c 66b 8ిఅగ్రాల్తులం8 6590 dmb. 3360 
909൬00൧൦. bejeo39e»ob johymgnmd boon ൪൭൬൦000൦ 
ao 4681 donb. odd ൬൯൬൭൭൨. »o3obs3e»3o 3a boo 6o J399- 
0600 g39e»989 damama JoHymqno0 bogom ൬൬ ofgb 
bagaco39e»ob. bajaco3ge»ob 00൩6൫൮ 0000൨൫0൦ రతర 
gobgob 30039009660 90൬00൬ 29%- ൭07 നര) odob, 
930 303doG0b -101,9%-b, y3oobob - 92,6%-b... 

bofohogqmob, dmmemgobo qo 336»o6sbs o 9360- 
339060൨1 bogox6e Foonghomdgob dbadgbgenm3abo 3365333]- 
(030 ofgb. bofoHogqmeb 410൩4൫൨൮ Pama 934m303d0do 
boobawnnde ౧౧౧ dbodgbjemmgbo@ ൭൫൭൦ godHe@own wo 
22% Igj0@Q0bd. 936M 30g3dnbob Haw JIao~memgob 004൨6൫0൨ 


൫026൫൨൬൨ 2. bofohogqmeb, Immemgobs go 73Hs0bab 9൬0൦00 bow 36073360 (8൬൪൬. 93) (Eurostat, 2021). 


GDP Total (EURO billion) 
2006 2010 2015 2016 2017 2018 2019 
bogommggqcm 6,2 9.2 13.5 137 14.4 14.9 15.8 
നണന്റനദ്ദം 2,7 5.3 7 7.3 8.6 9.7 10.7 
൬൭൭൨0൭ 89,2 106.4 82.1 84,3 99.4 110.7 137.3 
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3960 domowns, ടൂറര്‍ 336o3ob bodgdmdmm seo~mndogab 
spderbogemyoab bogs j5396358o. 2019 ൬0 g2%m3ogdo60b 
Hamdo dmmemgob 009൩൪൫0൨ 64% dgsmgobs po 9390593 
domano ററദു60൯൩൪൨॥ 0൦608൯൪൬ ImmMoadazab omdoboge@gaonb 
03090001 bob (Eurostat, 2021). 2009-2019 (൬00൨ 9360- 
393900൨1 Hoga deoe~momge@ob 0൩0൫60 00039ob 17 36o- 
90൪൮൬റ 3363600 250956». 

(൭000൬0൪൩ 3géoogpde 336o03»39o60g»6 936v3ob bə- 
608൯൪൬ 3oe»ofogob sEdebogmyganb 343b Jggqgobodo 
9gb3e660633:e»o 1൯0൬൨ ygjmwody codo Pama ൮3൦൭002 
9a3go»gbeq», ൦൩3൭൫൨൭൨ b»jebe»ob 96090000 0099൨0൫൨ 
2009 (ന 13,3 ര്‍റതറരരയ 336ob 905൬00൬൦, bumm 2019 
Pgb 24,2 9റനറാ൪൬ గ్రథణ0. ദ6൯ൂദ0റ00൬൦॥ 0നഈ൬നറ്ദംറ 
ദു0ോോനര്‍്രൂറ്റന്യം 2019 p3e»b 2,9 damon റൂദു0ന൩॥ നറ൦൪൬- 
dab 003൨6൭൫൦, ഒറ 2009 Pgb 1,2 8ంల్తుంటరైం 3൪൬ ayer. 9360- 
3939060൨ gJbdamwhgo bodotrogqeedoa 2009 (ന 0,9 ర౧ల్లుంంరట్టం 
0960൯൬൭0 2019 (൬0 2,0 domo ൭൪൬ 3508956». 

sobsbadbogno, 69d 2019 [൬ 3365«393do6oq»b 94b3e6- 
606393e»o 10൬0൬0 Ovodwmgdam 1.8% Imeomes 336o3ob 
൭008൯൪൬൩ 3ee»ofo3ob »o3obsge»goob ററ 59925583, 
bumma 93603539o6ob od3c (ob 1.9% ൭0 4aqy69089 d«xpocqo. 

ae»o3»e»o0ogoob 3oéx533do g39e»» jg9g»be Reowmdl 
൦൮6൫൦൦൪൨൭1 353695580 Ba6o7«o95ob 3586q»b. 3oow- 
do dc393e»0» bofohagq~me, 336906» o dwmpmgob bo- 
Jobab 000004൫൨, 004൩6൫൮൪ o bagodóo ൪൦൬൦00 homo 
(96) గ086000 రింల్తుంం6 bododymm 96൦൬6൦൦0 00൦0൭൭൨൦. 
ദുനനര്‍ന്നറര്‍രൂററ് 300൯൦൪൦൨ 34000 Ba6o3c»o3ob dobdġo- 
980b 960-9600 bodedos 0300൨ 0000൫൨, 0൨൫൨൦ 
യാ bagaáo ൪൦൬൦00101 Pama (76) 9൦ന൬റ൦0 boddgme 36o- 


യൂറ10൦൪0 000൦0൦൮൪൨൦, Hog ൫൦60൭3൭൪൮൬ 16൪൭൦ odenggo 
గ్రంఠ్రంయంర్యుటల్లుం Od g»5300»633»oo 3040000൪ 90b330o0. 
43996900, 6൯൩൪൬) b3980sc»09065353e»60 ൭൭06 bbgo ə- 
(൦60൨ dbog~mombeagab 0൯0൦6൪0൪ dopogo33»de, obg 
dogomoo0O 6൩൭൪൪൫൦൦ ൫16000, dgadmgdo 300൬൦ bo- 
ദന യ്യുന്റ്രൂറ൫റ, ൭൬൫൭ 9൨01൦6൪൦ ൭൫ ൬00 bofoobenob 
0000൫൨൮൭ യം ogào ob 1൫൦000൨൦00. 0300൮ 306൪൨0 
Homo (76) 9൦൭൬0൦00 bododjwe നയി റ 00൦0൧ 0600൦൬ 
൫00൩൮൮00൪൦ ൪൯൭൪൫ 03049001 ൬0൦൩൪1 ൦8൯0൨ dbogmom 
ged6o93obogob. dyn 30400001 »jgo 3536o93ob woomdob 
396 రంల్షుల్లుం goby, 30063 യറയറ 33*bo9o3ob Jgqybgdb. 
630306 bogmgdoo dogo [0൭60൨൪൨൪ bofobeoab gogpgobs o 
ദു്ലേറയദദറ് 6010൦0൩൪൬൪. 360096009» bogie nmdobs 
(po dgdmbagomb dexob ന്നെ ఉయ్రాల్లుంం, Zo godom Jgd- 
bage»ob derby 09040050 ൪൯ദു൦൬0൬ odomna bogoghm mnomdo 
0൦. 

൫06൫൨൬റ 3-౧0 6൬060606 g30h3969db, hod 2019 gmb 
bajao39e»ob bagohgo ദ്രോ ൪൭70൪ Howde (76) domo- 
obo bodsdq~mm 36mEe {hob 75% dogaabeo, Ho3 రంర్షుల్లుం 
dog g7bgdgeoo Ws 23%-റ൭ 6060൭ 2009 (നറ Iohggqbgdgemor0b 
399699300. gb ദുദൃനറനറ്റര്‍ം g»530603353«»0 ogo 439400 6o- 
3003 9db3e ob, ob999 o33e ob ൪൫൬0൧. 03040൨ 36o8363- 
qnogabo 660൯൩൪൬0൪൦ ఎం bogiho ൪൪൬൦00. 2009 
[ന bogedé E_RAZAHab Pama (76) dnmnobn bododymo 
86094 hob 31%, bumm 2019 00൬0 32%-b Jowggbwo. 

2019 gmb dromemgeb bogoghn à6353ob Hamdo (%) 
8൦ന൬റ൦0റ bododymo യ്യു 72% Igo@gnbs, 6» 90060- 
699:&0» Habs (൬൪൧൪0 80൬24൪൨൦, hn GbHomo@eb 
Bobb 2009 (ന്ധ 84% sb; 1276-00 6060 nym. ombodbyemo 


gbóoe»o 3. b5j56033e»ob, Iamemgebs go 336»obob 013൨൪൫൨1, odàc6ob Eo 553536 ൪൦൬൦0101 Pama (96) 


doe»o»bo ॥൭9൦9൬ഈഠ 90൦൬൬൫൨൮ (GDP) 900൦0൦ 


2009 2010 2014 2015 2016 2017 2018 2019 
3gb3e660o 
b3j56039e»o 10.5 13.7 16.2 14.8 14.0 16.9 19.2 21.4 
8ന൬നനദ്ദാ 23.6 22.1 24.6 25.4 25.4 24.9 23.7 23.2 
൬9000൦ 32.2 36.0 40.2 41.9 39.0 38.5 36.2 32.6 
3360035300600 11.2 13.1 15.3 15.4 14.9 15.3 15.2 15.3 
006൩൦൭൫0 
0ంగ్రయ్కంలుణ 41.6 42.8 48.8 48.9 48.4 49.6 53.2 53.6 
Oed 3» 60.4 55.4 56.1 51.7 49.8 49.7 50.4 48.8 
൬൮3൪000 37.2 42.8 40.6 41.2 42.1 44.2 43.7 39.6 
3360035300600 11.3 13.4 13.8 13.5 12.8 13.6 14.1 13.9 
ദന ðomobbo 
bogo@aggem -31.0 -29.1 -32.6 -34.1 -34.5 -32.7 -34.0 -32.2 
రేయి -36.8 -33.4 -31.5 -26.2 -24.5 -24.8 -26.7 -25.6 
3369065 -4.9 -6.8 -0.4 0.7 -3.1 -5.6 7.5 7.0 
3360035300600 -0.1 -0.3 1.5 1.9 2.1 1.7 L1 1.4 
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8963065053970» dmmemgoda 003൨0൫00 9595063300. 2009 
Pgb 00൨൪൫൨ Pamo (%) Jo»e»oobo bododywom നയര്‍ 
60,4%-pob 2019 gmb 48.8%-d99 90668060൭൦. ൭103) 80920- 
൪0൦ J39ybob bogogho doqabbo, Jobo poco 9൦0൬൨൦00 bodody- 
qo യ്യ) dodo -36.8%-ల్రం6 9606൭൦ -25.6%-Ieog. 
sobobodbog00, ൭൦൪ do~meoemgeb bofoHagqmmbersb 90൬൦0)- 
dna 30030 Jegmbodrgmde ofa. 

2019 Pgb 33honbob bogot 90 bogoghom dHybgab Hognds 
(96) dawosbo bododymo hme RA hob 72% Ijo@agbeoo, Hg 
2009 [0൬൦൦0 90൬20൭൨൦ 60൬൬൭൬ 376-00 sob go8H@o~n. 
boabawnde 3góooqdo 336»06ob 08404൫൨൦ po 0006൫൨ 
Homo (96) 9൦൬൨൦0 badadye»e 660൬൭൬000൨ 6000ദ0റ)നനറ്ദ0യ 
രരം d383e»0q»0. 

sobodbyenn 900) 03906001 wo 33603539o6ob ൦9൮ു൦നന 
0൦100)0ഈറു)൪൨ dbodgbg~mmgbo@ 396bb3530933». 2019 Pgb 
930m 303doG0b boon Lon 6ఠ్యార్యం0 Hamdo (%) domo- 
obo bagage» ന്ത) 29% శ్యింటైగ్ర6ల్తు, hop JOM ~wo- 
dome 30963 oodobs3e3o»ob IoHhbommmdob 43946൭9൪0, door 
9൨൭൨0 bofohogqwmob, Iamermgobs ന 336»obob d»f33633- 
൬൮൪൨, 3960535398» 85dc[393«»0», hod 93363»39o6b ofgb 


89000»9900 (౧౮౧ 08൬0൯00൦. 


boJohogqmeb, 96൭0001൦ ൬൦ 8ిలల్లుల్లల్యం0 
baje 6e»o0 3536093» 936m303dnGo06 


omdmbagmgoa 96൦60000൩൭ 43396956 og&dgwgdb 9360- 
3939002൧൪0 30993 ൮൬൪൬ op b535360-3305080o336 
o»obsddéoode»o93»b, obójgafegosb Eo bogo»e»36-3305o3do- 
3൮൪ Bogan gdab. bs]o6039e»ob b535653« 3536o950b5030b 
(959obabo50333e»0 danona 0»30b33638»» 3569000 bə- 
30860 ൦൬൦010. 2019 Pgb badaco33e»ob bogaé9o bogox~ 
06363» 33603»39060ob [3080900030 2.7 de». గ్రథణ gog- 
aobo, doo dmb 00000൫൦൦ 0,7 0൬6൬. 9300 യ 004൩6൫൮൪ 
do3e»o3»d 2 0൬0൬. 936m 6൬900൭. ൭06൨൦൬, Dodo 
bofohagqmob bogodtoo 36363» 33603»39060»5. റര്‍ര്‍ന൪൪്റb 
00004൫0൦ గ్రతర్షుంర్టంర్యు౧౦ 303909093660 bajoco39e»ob»o3ob 
യദ g39e»»99 podomb 25,8%-b, 336»obob -106,7%-b, 
യാ dmmomgob - 67,676-b. 

sdeboegmga ൦600600൪ Jagybgob Sab 909൭൭ bo- 


009006006, 000൩൬൬൬൬൪൦ VS 0൮൫00090 86MdIdI00 


3086 -93Mbemdo 3760 60൧0൫൦൯൪ 33603939060», Igbo- 
dsdobo@ doo bojmbmob 004൩൪൫0൨1൦ ൬൦ 0൫൬൪൫0൪ ogo 
൫൦റനറ 3365035390683 Ingo. 

b3j56039e»o98 0റനററററ്റര്‍്ൃനായ 0000൨6൫0 PISIS RIS 
Joo 3965300» ob, 90൫൪൭6 odogeho woe, ౧౦౦౧6౮౧౦ d39- 
03e»9e»o [൭6൫0൯൪൨൪ 3»5300»633»bsg 79൭  de»bgóbob 
(Basilia T., Silagadze A., Chikvaidze T. (2001) 33. 429). 
23000»399e»0» bagaco39e»ob yoHyoQoan 9900 bogox~ 
bomemb 95900633», 1004൨൫൨൮ dmb 3996» o 
8౧0౧ 00904൭൨9 0336090350». magab 006, 0൩6൫൨൪ 
308d 93050803360 86൬൨൮൪ 360-3600 b»q7d39e0». 

൭0600൬, bomb o6h 93060, Jobo 33060903» ogob 
ററ യം qo7»be»o399b 33603ob j339633ob 3306090336 
Bobga gnb రంగ్య్రిర్భతల్తుంత, Hoodms@agbb bogdome boym 
(po లేర odeZobob, 9൭൫൭0 60000൬0൪. ൦001൪൦90 3o bo- 
306» 330608053360 BHEAb ൫0630൦ bohm 336o09»b» 
go oPdebog~myoral 9൦600൨൩൪ 439090 9൭0 ayab mowgéo. 

൭015006090, Hd [൭൭൪൧9൬൯0 3]b63o6ob dogy- 
meds 936035390606 po daba Pama ൬൭൪൬൦. 2019 Pgb 
bomb 004൫൨൪ 21% demone 336935390693. 
d99»69330bso30ob Iomemgab 0൦൬0൭0 00൨6൫൨ 64% 
do@ab 3360353906903. 


,950006353«»0 gho0b“ o» ദൂദു6നുംദ്ദ9റ0൨ ദനാ 
0336 0830800000 gogbodob 9150൪ 


sobobodbsg300, God 2019 gmb, 93603»39o60b [030൨ 
09090000൬0 ൫൭൭4൦60൭൪൭ d«xpocoq» bojmbmob 939583 domo- 
mo 0000൫൦ sodebog~@gaab d9OHbomdemdob 0304900000 7.8 
IMHO. 336 (2009 [നറ - 6.2 deh. 33650), 3eq»ob9oob 
0004൨൫0൦ s3obs3e»3oob 6൪00൬൭൯൨ (080൨0 2019 
ന 7.2 9൬6൬. 936 Igo@gnbs (2009 (നറ - 3.5 8ల్లురట్ల. 
93), ofjoe»oob - 3.1 whe. 936, (2009 ఫలం - 2,1 demo. 
930). 36263oob - 2.9 9൬൬൭. 3365, (2009 ഈറ - 1.2 dmh. 
036൯). ob939 80౧ల్యిర్యల్తుల్యు60 3]b3w6(00633o «$3» 2.3 
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Abstract. A market economic system based on the means of production is characterized by fundamental uncertainty. The 
differences between the fundamental uncertainties and the risks lie in the fact that it is impossible to empirically measure the 
level and dynamics of future threats. A correct understanding of the uncertainty is essential for the study and analysis of the 
crisis. Under the influence of the COVID-19 pandemic, world economy found itself in a new global crisis, which had a significant 
impact on the rise of economic and social uncertainty, the degree of which is so high that it is impossible to predict the model 
of the economic and social development due to the current pandemic. The current economic crisis is characterized not only by 
global losses but also by the limited sources of compensation. According to scientists (Adžić & Al-Mansour, 2021) a crisis of this 
magnitude is the most unprecedented economic event of the last century. 

The COVID-19 world pandemic crisis has limited a traditional opportunities for small business, accordingly has emerged a 
new one. The most difficult problem was created in the value chain. Small business is a heavily dependent on consumers and 
suppliers behaviour, therefore, changes in the value chain have a significant impact on all of its participants. The closure of 
national borders has led to the disruption of the logistics network; 

And after the reduction of the stocks, it threatens to almost all participants in this network. 

It is important to consider the uncertainties and risks that are involved while studying small business crisis behavior. As a 
result even the most trained institutions are approaching disaster. After a pandemic, the universe will find itself in a larger, no 
less turbulent zone. 

Prior to the crisis, cost was the most important criterion while choosing a supply chain that had led to single suppliers and 
small stocks for small businesses. As it seems during the pandemic, this choice turned out to be one of the most important causes 
of the small business crisis. At the same time, dependence on one supplier has undergone a transformation into the need to 
diversify stocks, that has led to an increase in funding sources and which has led to the financial instability of a small company. 

These examples of the correlation between environmental and small business threats have illustrated the need for a global 
vision in order to adapt anti-crisis behavior model .A global vision is certainly needed. There is no single, optimal choice for 
overcoming uncertainty, however, the importance of the multivariate strategies is an important. Small firms found themselves 
unprepared for such approaches, leading to a high level of uncertainty. As well as, when a small business is in the early stages of 
its life cycle, the lack of experience limits its choice, and the lack of resources prevents it from choosing an effective strategy, that 
has exacerbated the problems of the small firms. 


KEYWORDS: FUNDAMENTAL UNCERTAINTY, CORONAVIRUS, SMALL BUSINESS, CRISIS, RESEARCH, 
DIGITIZATION OF BUSINESS. 
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Abstract. The COVID-19 pandemic has caused an economic crisis in almost every country in the world and has exacerbated 
economic, social, cultural, legal, educational, and other problems. Artificial intelligence, as the technology of the future, offers 
new ways to solve the problems of the post-pandemic period, to make technological decisions, to develop business processes 
using modern innovative advances, to improve management processes, to improve medical services opportunity etc. 

Artificial intelligence is a field of special interest for researchers, one of the promising technologies of modern digital 
culture, which seeks not only to understand the nature of intelligence but also to create artificial systems with intelligent 


behavior. 


The potential of artificial intelligence can be harnessed in healthcare, agriculture, finance, energy, communications, 
economics, cybersecurity, and many more. However, artificial intelligence is associated with many risks, such as its use for 


criminal purposes, loss of jobs, or potential replacement. 


The main goal of the research is to determine the possibilities of introducing artificial intelligence systems in Georgia in 
the post-pandemic period, to select innovative approaches to increase economic efficiency, and to find ways to solve the post- 


pandemic socio-economic problem. 


In the scientific paper, to determine the possibility of using artificial intelligence in the post-pandemic period and in- 
depth analysis of the current situation, both Georgian and foreign scientific literature, studies, and statistical data were 
studied. Using quantitative-statistical research methods, some conclusions and recommendations were developed based on 
the sharing of existing practices related to the use the artificial intelligence. 

Artificial intelligence plays a special role in the process of sustainable development of the post-pandemic economy and 


maximization of economic prosperity. 
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INTRODUCTION 


The global crisis caused by COVID-19 has significantly 
affectedalmostallareasofeconomicactivity. The consequences 
of the so-called "lockdown" against the pandemic were 
especially severe for developing, small economy countries, 
including Georgia. Although the management of restrictions 
in our country is mainly carried out taking into account the 
analysis of the situation, international recommendations, the 
expected risks, the results are still unfavorable. The declining 
pace of economic growth, deteriorating living standards, the 
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crisis in the health care system, deplorable indicators of the 
quality of education, the devalued national currency, and 
rising unemployment - these are just a few of the problems 
that post-pandemic Georgia is facing. 

Along with anti-crisis measures already implemented 
and planned by the government (social support for citi- 
zens, assistance to entrepreneurs, economic promotion and 
attracting international financial flows, etc.), it is important 
to implement digital technologies, in particular artificial 
intelligence systems, In recovery and development (Report, 
2020). 


83 


GIULI GIGUASHVILI | TAMAR MAKASARASHVILI 


Relevance of the Research Topic 


Artificial intelligence has the potential to enhance tradi- 
tional approaches to managing socio-economic processes. 
The technologies of the future will enable people living in 
developing countries to overcome poverty and enjoy the high 
standards of living that the developed countries of the world 
have. The use of artificial intelligence increases productivity, 
reduces costs, gives us new knowledge, new opportunities 
for making technological decisions. (Chen, 2016) 


Aim of Research 


The main goal of the research is to identify the possi- 
bilities of introducing artificial intelligence systems in Georgia 
in the post-pandemic period, to select innovative approaches, 
to increase economic efficiency, and to find ways to solve the 
post-pandemic socio-economic problem. 

Artificial intelligence is a field of special interest for 
researchers. According to numerous international studies, 
by 2030, artificial intelligence could provide additional 
economic effects of 10 to 15 trillion dollars, which creates 
huge prospects for economic growth and high productivity. 


Research Methodology 


In the post-pandemic period, to determine the possi- 
bility of using artificial intelligence and in-depth analysis of 
the current situation, both Georgian and foreign scientific 
literature, studies and statistical data were studied. Using 
quantitative-statistical research methods, some conclusions 
and recommendations were developed based on the 
sharing of existing practices related to the use of artificial 
intelligence. 


Discussion and Results 


An important source for rapidly growing artificial intelli- 
gence (Al) is the billions of gigabytes of data generated 
daily through various platforms, which can accelerate the 
process of globalization and expand economic boundaries 
between many countries and companies around the world. 
The potential of artificial intelligence can be harnessed in 
healthcare, agriculture, finance, energy, communications, 
economics, cybersecurity, and many more (Giguashvili, 2019). 
However, artificial intelligence is associated with many risks, 
such as its criminal use, potential job replacement, or loss. 
Because of this, Microsoft co-founder Billy Gates even came 
up with an initiative to tax robots. According to him, the funds 
received from the taxation of robots should be distributed to 
the poor, unemployed, and disabled children, although this 
idea has many opponents. In 2017, the European Parliament 
unequivocally rejected the idea of imposing a tax on robot 
owners - to fund support for the training of workers fired 
because of robots. The heated debate over the introduction 
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of digital economy taxes continues today at both EU and 
international levels (European Parliament, 2019). 

Involvement of the educational system in the process of 
studying and using artificial intelligence is important. Many 
universities around the world offer artificial intelligence 
education programs, including the University of Manchester, 
the Royal College of London, the Universities of Georgia, 
Edinburgh, Amsterdam, the Pierre and Marie Curie University 
in Paris, the University of Sofia, and many more. Some 
steps have been taken in our country as well - in 2003 the 
Department of Artificial Intelligence was established at the 
Georgian Technical University (https://gtu.ge/), at the Georgian 
University of Business and Technology (https://btu.edu.ge) 
there is a doctoral program "Digital Governance and Artificial 
Intelligence"; Large-scale research is underway to develop a 
national strategy for artificial intelligence, which will facilitate 
the formation of research infrastructure, the preparation of a 
legal framework, the adaptation of the education system to 
new systems. 

The first artificial intelligence business association Al 
Georgia was established in Georgia in 2019, to promote artificial 
intelligence as a field in the country and raise awareness in this 
regard, as well as to conduct research in this field and introduce 
intellectual technologies in the country. Georgia Mind - The 
main mission of the Artificial Intelligence Business Association 
is to popularize and promote the introduction of artificial 
intelligence in the private sector; Ensuring dialogue between 
business companies, the executive, and the legislature (http:// 
www.aigeorgia.ge). According to Al Georgia, Georgia is a small 
emerging economy and is developing artificial intelligence or 
other digital technologies quite slowly. There is virtually no 
penetration of Al at the state or private level. However, we 
have the potential to develop artificial intelligence. 

Special attention was paid to the introduction of 
artificial intelligence in Georgia on October 22-23, 2019, 
at the third forum of the Silk Road in Tbilisi. Prospects and 
challenges for the development of artificial intelligence 
in the new Silk Road countries were discussed in a panel 
discussion entitled "Innovation-driven growth - the Silk Road 
with Artificial Intelligence." According to Irakli Beridze, the 
Head of the UN Center for Artificial Intelligence and Robotics, 
the use of artificial intelligence in the economy and public 
life is extremely important. "Georgia is actively involved in 
these processes: it is planned to create a national strategy; 
we already have interesting startups and state-government 
initiatives, which will present quite good results for our 
country." According to Nikoloz Alavidze, the Deputy Minister 
of Economy and Sustainable Development of Georgia, further 
development of artificial intelligence will help our region and 
countries become more productive. "We are a small country, 
but we are partners for the global world. We think locally, 
but we act globally. This is our chance ... Artificial intelligence 
will be the next step in our daily life," said Nikoloz Alavidze 
(Alavidze, 2019). 

The analytical organization "GeoCase" has dedicated 
many events to the analysis of both the opportunities and 
challenges of artificial intelligence. According to "Geocase" 
researchers, artificial intelligence can not only develop 


00000020500 Cd 6096000 1812, 2021 


digital governance, digital policy, but also transform systems 
in certain fields, including health, education, agriculture, 
and justice (https://www.geocase.ge/). The use of artificial 
intelligence is especially important in the field of national 
security and defense, in particular, in terms of defense and 
borders (Bodzashvili, 2021). In addition, attention should be 
paid to ethical norms. Numerous papers by academics, public 
and private, and companies on the ethical use of artificial 
intelligence have been published. In The Future Computed, 
Microsoft outlined the basic principles of artificial intelligence 
ethics: equity, reliability, privacy and security, inclusiveness, 
transparency, and accountability. (https://softlinegeorgia. 
ge/) Technologies affect not only competitiveness, business 
success, and its viability, but also the world and society around 
it. The Institute for Electrical and Electronics Engineers (IEEE), 
the world's largest technology organization, has launched 
a global initiative on the ethical norms of autonomous and 
intelligent systems, which aims to protect human rights and 
well-being through the use of new technologies, including 
artificial intelligence. (Goderdzishvili, 2021). 

For the introduction of artificial intelligence in the 
country, there must be a practice of large-scale use of 
highly developed ICT infrastructure and digital governance, 
compatible databases. The British international consulting 
group Oxford Insight has been processing data since 2017 
and publishing the artificial intelligence readiness index of 
172 countries, which consists of three main components: 


e Governance component: goals, governance 
framework, and ethical norms, digital skills and 
adaptability; 

e Technology sector: human capital, innovation 
opportunities, the scale of the technology sector; 

e Data and infrastructure: infrastructure, data availa- 
bility, data quality. 


According to the Oxford Insight Al Readiness Index 
2020, Al leads the country in 172 countries in terms of state 
readiness: the United States, the United Kingdom, Finland, 
Germany, France, Singapore, South Korea, Denmark, the 
Netherlands, and Norway. Georgia ranks 72nd in the global 
context in this index, and 5th out of 16 countries in the region 
(South and Central Asia) (43.39) and lags behind countries 
in the region such as Turkey (46.01), Azerbaijan (46.44) 
Kazakhstan (46.55), India (55.58). The 2020 Index emphasizes 
that despite a supportive business environment, Georgia 
lacks an Al strategy, lacks a systematic approach to ICT 
ecosystem development, including private sector investment 
policies, and sector development programs, with the addition 
of underdeveloped infrastructure. (Goderdzishvili, 2021) 

Of some interest is the Bloomberg Innovation Index 
(https://www.bloomberg.com/europe), which has been pu- 
blished since 2013 and mainly assesses countries' innova- 
tion potential (including research and development costs, 
production capacity, and concentration of high-tech public 
companies). The 2021 ranking reflects a world where the 
fight against the Covid-19 pandemic has accelerated the 
development of digital infrastructure, which in turn will help 
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revitalize the economy and speed up the vaccination process. 
At the top of the top, ten most innovative countries in 2021 
is South Korea, which replaced last year's leader - Germany. 
It is now in 4th place. 2nd and 3rd places are shared by 
Singapore and Switzerland, followed by Sweden, Denmark, 
Israel, Finland, the Netherlands, and Austria. The U.S. left the 
top ten this year and moved into 11th place. (Jamrisko, 2021). 

Georgia is not among the top 60 countries, but the 
index also includes the indicators of our country. According 
to the latest research from 2021, only 0.3096 ($ 130 million) 
of our country's GDP is spent on research and development, 
which is a prerequisite for digital transformation in the post- 
Cold era. Ten years ago, that figure was 0.1896 ($ 32 million). 
The growth is visible, but we are still far behind the pace at 
which modern technologies are advancing. For example, 
Belarus spends twice as much as us, Bulgaria 2.5 times more, 
three times more than Hungary and Estonia. (https://www. 
youtube.com/watch?v-KIhHAK2st7Q) 

The United Nations 2020 e-Government Survey (United 
Nations, 2020), which discusses new trends in digital trans- 
formation, has a special place in the use of new technologies, 
namely artificial intelligence and blockchain, especially in the 
development of the concept of smart cities. According to the 
2020 estimate, Georgia's e-governance rate is 0.72, which 
ranks Georgia 65th among 193 countries (IDFI, 2020). 

The issue of the introduction of artificial intelligence and 
the use of its capabilities has become particularly acute in the 
pandemic. COVID-19 has posed numerous challenges to the 
artificial intelligence (Al) community. These challenges include: 
Can AI help predict the spread of infection, diagnosis, how can 
it be used in treatment and vaccine research, and how can it 
be used for social control? (Naudé, 2020). Numerous studies 
are conducted around the world to answer these questions. 
Various initiatives are being taken to collect and share data, 
to create new Al models. These include the World Health 
Organization (WHO) Global Coronavirus Database Survey, as 
well as the GISAID Initiative (formerly the Global Influenza Data 
Exchange Initiative) for open access to data. Noteworthy is the 
joint initiative of the Allen Institute of Artificial Intelligence, 
Microsoft, Facebook, and others to create the COVID-19 Open 
Research Database (CORD-19), which includes nearly 44,000 
open access scientific articles for intelligent data analysis. 
Elsevier has published both early-stage and peer-reviewed 
research and up to 20,000 articles on the new coronavirus in 
the COVID-19 Information Center (Naudé, 2020). 

According to American researchers (Christina M. Willi- 
ams, Rahul Chaturvedi, Richard D. Urman, Ruth S. Waterman 
& Rodney A. Gabriel), one of the main advantages of artificial 
intelligence in a pandemic environment such as COVID-19 is 
the potential for faster diagnosis of the disease. In addition, 
it can assess health system resources and predict epidemics. 
Researchers believe that the use of artificial intelligence will 
reduce the time it takes for a patient to become infected and 
treat them effectively, which in turn will reduce morbidity 
and mortality. For example, the Al-based HealthMap system 
at Boston Children's Hospital (USA) was the first to notify the 
world of the coronavirus on December 30, 2019, just days 
before the announcement by the World Health Organization. 
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However, it is necessary to take into account the issues of bias 
and security (Williams, 2021). 

The fact that artificial intelligence can predict the 
spread of disease is confirmed by the example of an artificial 
intelligence-based research system at the Weitzman Institute 
of Science in Israel. The system uses a key questionnaire 
focused on key health issues and isolation methods. It then 
compares these responses to an algorithm that allows for the 
early detection of potential hotspots and the prediction of 
virus outbreaks. An example of the use of artificial intelligence 
in a pandemic is the Canadian multilingual virtual assistant 
Stallion.ai, which answers questions about the virus, including 
sorting out symptoms and providing information from trusted 
and verified sources such as the World Health Organization 
and the Centers for Disease Control and Prevention. 

Artificial intelligence is becoming increasingly important in 
the fight against disinformation. Technology giants like Google 
and Facebook are using artificial intelligence capabilities to 
determine the validity of the information. It should be noted 
thatthe lack of human control at an early stage will increase the 
risk of error, although in the future it may lead to the creation 
of new, more sophisticated tools of artificial intelligence. 
Artificial intelligence can identify patients. A computer vision 
algorithm has been developed to scan people's temperatures 
in public places in China. Everyone who has a fever is identified 
and a person who does not use a pill is identified. Another 
artificial intelligence algorithm helps doctors accurately 
distinguish between patients with coronavirus and typical 
pneumonia. With the help of robots, items, furniture, and flats 
can be disinfected completely automatically, without human 
intervention. 1౧ Washington State, robots were used for 
remote treatment and communication to prevent the disease 
from spreading from patients to doctors (Popomaronis, 2020). 

As mentioned above, cowardice and massive constraints 
have affected all sectors of the economy. There is a glo- 
bal economic recession: rising unemployment, small and 
medium-sized businesses Bankruptcy, disruption of tourism 
and aviation sector, catastrophic oil disaster Lee drop, record 
drop in the stock market, etc. Most economics researchers 
believe that pandemic shock management is different from 
economics. It is dependent on the timing of the spread of 
the virus, the outbreaks, and the aggressiveness. At the same 
time, duringthe pandemic, the importance and scope of those 
areas of economics are also directly related to human life 
and health. Therefore, in the post-pandemic period, special 
attention should be paid to the innovative development of the 
economy; Medicine, biotechnology and healthcare systems, 
agriculture, digital economy on the Development of Art, and 
Artificial Intelligence. He wanted to introduce online learning, 
online trading, and distance business, which, In addition to 
human safety, it will cause significant resource savings and 
time Savings (Abesadze, 2020). 

We think that in the post-pandemic period, artificial 
intelligence can be actively used in all areas of service and 
production. Self-driving cars that move without the driver's 
effort are indeed only a distant prospect for Georgia, but partly 
the new generation of cars already use artificial intelligence 
as a voice assistant or a semi-self-driving function. Production 
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- this is the field that is most dependent on artificial 
intelligence and automated services. Robots are much more 
productive than humans. In the long run, artificial intelligence 
can be used on a large scale in the field of shipping (Chymis, 
2020). According to data collected by Learn Bonds (https:// 
learnbonds.com/), the largest investment news platform 
in the world, the artificial intelligence market in the world, 
valued at 22.6 billion USD by 2020, will increase to 126 billion 
USD by 2025. The leader in this direction is North America, 
followed by the Asia-Pacific region (Jastra llic, 2020). 

Digital workers and hybrid workforce, software robots, 
and AI automation have already been established massive 
roles in manufacturing, retail, banking, and insurance. They 
also play a big role in investment and lending platforms where 
sophisticated computer algorithms make business decisions 
faster and more error-free than humans. 

The scientific literature and EU policy papers do 
not provide a unified approach to the impact of artificial 
intelligence on the labor market; researchers and politicians, 
on the one hand, welcome the development of new 
technologies and, on the other hand, discuss the risks of job 
loss by the workforce. According to the KMPG 2019 global 
survey, almost 7596 of respondents said that the introduction 
of intelligent technologies would have a significant impact on 
5096 of their workforce (Jastra llic, 2020). 

Data differ on the extent of the impact of artificial 
intelligence on labor relations in different countries, for 
example, it is 4796 in the US, 3596 in the UK, 3696 in Finland, 
69% in India, 7796 in China, and so on (Joamets, 2020). 

Although automation and the use of Al are associated 
with job losses, to save many lives and reduce the harmful 
effects of the virus due to the widespread pandemic in the 
world, it is necessary to accelerate the digitization of the 
economy, to use the capabilities of artificial intelligence 
more actively. Individual researchers predict that increased 
integration between humans and digital workers is expected 
shortly, creating a new hybrid workforce that is likely to 
reduce costs, improve efficiency, and create better products 
and services for consumers. 


CONCLUSIONS 


Thus, a pandemic can be viewed as a stimulating pro- 
cess that can accelerate society's progress in developing 
appropriate mechanisms for managing artificial intelligence. 
Consider that the introduction and development of artificial 
intelligence technologies in Georgia will create new oppor- 
tunities for the development of a post-pandemic economy. 
It should also be noted that the development of artificial 
intelligence technologies reduces the use of human capital, 
which in turn increases the risks of rising unemployment. 
Thus, it is extremely important to evaluate the full potential 
of artificial intelligence technology, maximize benefits, and 
minimize risks. 

When determining the economic policy of a country, 
it is important to remember that artificial intelligence does 
not mean only the emergence of high-tech startups in the 
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market. The main thing is to introduce artificial intelligence exist in this area primarily include problems in the education 
technologies in all sectors, which is possible through the joint system, the lack of digital entrepreneurial culture, and strict 
efforts of the state, business and education sectors. Without pandemic regulations that can be addressed through the 
technology, economic growth will be impossible. Barriers that active involvement of the state. 
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Abstract. The last two years in the history of mankind can be characterized as the beginning of a nation of difficulties caused 
by the spread of the coronavirus pandemic. The pandemic has broken all borders (political, legal, state) and overcoming the 
transboundary global crisis has necessitated the participation of all levels of government and the private sector. 

The pandemic, along with human health, attacks the socio-economic sphere and poses obvious threats of economic 
depression, rising unemployment and poverty, limited social contacts, and many other negative events. This threat affects the 
state and municipal management and, consequently, the public services provided by them. Unfortunately, unlike trade and 
education, these types of services are largely impossible to digitize. 

In the current situation, the attention of citizens and business representatives is drawn to the actions of the state, as its 
activities and management skills have acquired much more function. Meeting the needs of citizens in a pandemic requires the 
use of approaches based on new technologies, new forms of interaction and innovative methods of work. 

The economic sustainability of public administration occupies an important place in public policy as a determinant of public 
sector modernization, support, optimization of functioning, and improvement of public services. This acquired a special load 
during the crisis caused by the coronapandemic. 

The ongoing coronavirus pandemic dictates that it is necessary to develop new approaches to state intervention and public 
service delivery systems in all areas of public life in times of crisis in order to respond optimally to the needs of citizens. 
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Abstract. Many countries suffer from Balance of Payments deficits. However, proper analysis is needed to determine how 
systemic, strategically balanced, and objective it is. The pandemic has proven to be an excellent diagnostician for assessing the ro- 
bustness of current economic strategies in general and in relation to the Balance of Payments. It, like the litmus paper, highlighted 
the strengths and weaknesses of the economic strategies implemented by the countries. And that should be the main lesson the 
world has learned from the pandemic. 

Georgia, with persistent Balance of Payments deficit, is becoming increasingly vulnerable to global changes caused by pan- 
demic processes. The current account deficit in 2020 was 12.5 percent of GDP, up from 5.5 percent in 2019. The development 
of a worse-case scenario for the growth of the deficit was significantly hampered by the increase in remittances inflows, which 
was less expected in the context of global lockdowns around the world. However, in reviewing developments over the last two 
decades, the paper finds that the still-high dependence of current account on remittances continues to maintain the volatility 
of Balance of Payments. Moreover, favorable conditions for the development of international tourism in the country have raised 
high expectations for this activity, although this sector is very sensitive to a number of external and global factors, as confirmed 
by the current pandemic. Thus, the article recommends considering international tourism as an additional source of foreign అ 
change inflows into the country, and not as one of the main and decisive ones. 

The deterioration of the Balance of Payments and the reduction of foreign exchange earnings create unfavorable prospects 
in terms of dealing with growing international financial liabilities. According to 2020 statistical data, the country's international fi- 
nancial liabilities were 2.3 times higher than GDP, of which debt liabilities - 129.9 percent of GDP, while the total foreign exchange 
inflows of the Balance of Payments, which are intended to serve these liabilities, in the same year amounted to only 55.4 percent 
of GDP. These data show that there are no alternatives to choosing the right strategy for achieving a reasonable relationship 
between trajectories of external liabilities and foreign exchange earnings, taking measures to improve the Balance of Payments. 

The purpose of this article is to clarify the nature of the country's Balance of Payments deficit; How realistic the prospect of 
mitigating the degree of vulnerability to global factors is in a small economy with limited resources; How we can turn a problem 
into an opportunity. On the other hand, it is unknown when the crisis, known as COVID-19, will stop finally, it is important to 
critically evaluate both the pros and cons of given economic policy "... in order to make the economic development agenda more 
rational, responsive, results- and long-term perspectives oriented" (Aslamazishvili, 2020). 
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INTRODUCTION 


Without any bias, it can be said that the Balance of 
Payments, as a statistical tool for data analysis, is a kind of 
combined measurement for assessing both domestic and 
foreign economic policy of the country. Moreover, even an 
empirical analysis of events clearly shows that in the context 
of a global pandemic, the correctness of both short-term 
and long-term visions of economic policy is comprehensively 
reflected in the Balance of Payments. 

On the other hand, it can be said without exaggeration 
that the pandemic proved to be an excellent diagnostician in 
assessing the reliability of current economic strategies. It, like 
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the litmus paper, highlighted the strengths and weaknesses 
of the economic strategies implemented by the countries. 
And that should be the main lesson the world has learned 
from the pandemic. 

What lessons did Georgia learn from the pandemic? 


Recent noteworthy trends in Balance of Payments 


It can be said unequivocally that by 2020 it would have 
been difficult to develop a hypothetical development scenario 
that would have made such a comprehensive diagnosis of 
our current social and economic condition, past mistakes in 
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MODERN CHALLENGES OF THE COVID-19 PANDEMIC 


Figure 1. Georgia: Dynamics of Current Account and its components, mln USD 


4 000,0 

3 000,0 

2 000,0 

1 000,0 

0,0 

-1 000,0 
-2 000,0 
-3 000,0 
-4 000,0 


-5 000,0 


= = -Current Account 
Services 
Secondary Income Balance 


Source: National Bank of Georgia. 


economic policy, the appropriateness of the vector of the 
future development, etc. as the pandemic did. 

The current account deficit in Georgia in 2020 amounted 
to USD -1.99 billion, which was 2.1 times higher than in 2019. 

Such a dramatic deterioration in the current account 
deficit is directly related to the pandemic and global lock- 
downs, which led to a catastrophic decline in tourist flows, 
and it wasthis factor that had a decisive impact on the growth 
of the current account deficit. Revenues from tourism, which 
has been a significant contribution in recent years in terms of 


Goods & services 
Travel 


Primary Income Balance 


improving the Balance of Payments, fell by 7.2 times in 2020 
compared to 2019, almost 22 percent behind the same figure 
10 years ago. 

It should be noted that the balance of services before 
2007 was characterized by a small positive trend and its 
volume averaged 1.9 percent of GDP. After a sharp decline in 
2008, in 2009-2013, precisely at the expense of the growth 
of tourism services, it grew by leaps and bounds, and in 2013 
its volume exceeded the pre-war (2008) level by 8.2 times. 
Until 2019, it continued to grow again about 1.1 times a year, 


Figure 2. Georgia: Net Incomes from International Travel, mln USD 
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Figure 3. Georgia: Dynamics of Service Account, mln USD 
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compared to the previous year. In 2020, amid a pandemic, it 
fell catastrophically. In particular, it fell 16.4 times to a similar 
rate in 2019 and stood at 0.8 percent of GDP, up from 12.5 
percent in 2019. This was due to the dramatic decline of the 
tourism sector due to the collapse of international tourism 
flows caused by the pandemic. 

It is noteworthy that in 2019, in terms of the share of rev- 
enues from the export of tourism services in the country's GDP, 
Georgia ranked 9th in the world (after the island states) with a 
share of 20.3 percent (https://www.theglobaleconomy.com/ 
rankings/international tourism revenue to GDP/). In terms of 
the share of tourism exports in services exports (71.096) Geor- 
gia ranked 25th place and significantly ahead of countries such 
as Australia (64.496), Portugal (51.396), Spain (50.796), Turkey 
(46.996), Greece (45.2%), Morocco (42.3%), Italy (40.596). How- 
ever, in the same countries in 2020 this figure decreased by an 
average of 19.2 percentage points, and in Georgia - by 36.9 per- 
centage points (https://data.worldbank.org). 

Figure 3 below illustrates the contribution of revenues 
from tourism exports to the Balance of Payments service 
account of the country and also shows how vulnerable this 
sector is to external factors. Consequently, this empirical 
analysis makes it clear that in the long term, the tourism 
sector should be seen primarily as a source of additional 
economic growth and, to a lesser extent, as a strategic sector 
and a some kind of guarantor of stable foreign exchange 
earnings. Such a realistic approach will greatly reduce the 
sharp fluctuations of key macroeconomic indicators under 
the influence of external factors. 

The focus on tourism is due, first of all, to the fact 
that among the surplus items of the country's Balance of 
Payments, it has been one of the most important in recent 
years, which is clearly shown in Figure 4. The catastrophic 
decline in these revenues in 2020 was a completely dramatic 
reversal of the current account positive trend that started in 
2017 (see Figure 1). 

Of course, many countries suffer from a Balance of 
Payments deficit. However, a complex analysis of statistical 
data is needed to determine the nature of the factors causing 
the deficit, i.e. how systemic they are, how strategically 
balanced, how objective, and so on. 
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Services, except travel 


If we look at the structure of surplus and deficit items 
in Georgia's Balance of Payments and the dynamics of the 
latter's recent development, we will see clearly how fragile 
and vulnerable the Georgian economy is to external factors 
and how much it is dependent on imports (Figure 4). 

In general, of the numerous items in the Balance of 
Payments, in the case of Georgia, the surplus item is four only. 
As Figure 4 shows from these four items - Travel, Personal 
transfers, Compensation of employees from nonresidents, 
and Pipeline and Electricity transmission, the first three are 
extremely vulnerable to external factors, unlike the last of 
them. This was clearly confirmed during COVID-19. In addition 
to the sharp decline in tourism revenues, as discussed above, 
the volume of compensation of employees (net) from non- 
residents (Figure 5) has also sharply decreased: in 2020, 
compared to 2019, this figure decreased by 1.7 times, or USD 
318.4 million. 

Revenues from pipelines remain stable: in 2020, such 
revenues amounted to USD 325.4 million - 2.5 percent more 
than the previous year. It should be noted that the share of 
exports of pipeline services in the volume of total exports 
services amounted to 20.5 percent in 2020, instead of 6.9 
percent in 2019 (due of reduced revenues from tourism). 

The only positive Balance of Payments item that not 
only decreased but even increased in a pandemic period 
was personal transfers. However, this growth is generally 
difficult to assess as a positive trend, as it is related to the 
shortage of jobs in the country, the acute economic and social 
problems associated with it, and labor migration. In other 
words remittances have high human costs. Improving and / 
or maintaining the current account in this way can be called 
a paradox of the Balance of Payments, as the aggravation 
of economic and social problems in the country and labor 
emigration contribute to the positive development of the 
current account. This is a typical phenomenon for developing 
countries (Ratha, 2020). The more acute these problems are 
in a country, the more likely it is that the volume of personal 
transfers will increase and, other things being equal, the 
current account will improve. 

At the same time, it should be noted that the increase 
in such remittances is often associated with increased confi- 
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Figure 4. Georgia: Main surplus and deficit items of Balance of Payments, mln USD 
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dence in the relevant financial institutions, as well as with a 
decrease in the transaction cost of remittances, which are 
important factors in relation to Georgia. For example, in 2020, 
the average transaction cost of sending remittances to Geor- 
gia was 1.1 (as a percent of principal of remitting USD 200), 
which was the lowest rate after a similar one for Azerbaijan 
(1.096). 

However, there are a number of publications on how 
remittances, as a result of rising aggregate demand and 
the resulting expansion of production, are damaging the 
environment. The same can be said about the increase in 


1000,0 2000,0 3000,0 4000,0 


imports and the deterioration of the foreign trade balance 
due to remittances (e.g., Straubhaar & Vádean, 2006). Such 
a "threat" has not been observed in Georgia yet. Most of 
the remittances are personal transfers. Various studies on 
their use show that beneficiaries in Georgia spend most of 
their money received from their emigrant relatives on daily 
necessities, treatment and medicines, paying off debts, 
as well as financing their studies. There are no signs of an 
environment conducive to investing in such remittances, 
although there are good practices of this in many countries. 
What is the basis for sharing this experience is also evidenced 


Figure 5. Georgia: Dynamics of Personal Transfers and Compensation of Employees from Abroud, mln USD 
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Figure 6. Average transaction cost of sending remittances to a specific country (%) - Georgia, Armenia, Latvia, Moldova 
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Source: https://data.worldbank.org/indicator/SI.RMT.COST.1B.ZS ?contextual=default&locations=GE-AM-LV-MD&view=chart 


by the fact that personal transfers to our country are quite 
high in relation to GDP. Even in a pandemic, in 2020 this 
indicator was 13.3 percent. For comparison, below is Figure 
7, which shows the ratio of personal transfers to GDP for 
selected countries and groups of countries. 

To better understand the scale of personal transfers in 
Georgia, itis enough to compare it with the volume of foreign 
direct investment. In particular, by 2020, the volume of 
inbound personal transfers was 2.5 times higher the volume 
of inbound foreign direct investment (see Figure 8). 

The difference between the current account calculated 
with and without personal transfers has sharply increased 
since 2009 (see Figure 9), and it has remained since then. As 
statistics show, the current account in 2020, without personal 
transfers, would be 1.8 times worse than the current one: It 
would be USD -3.54 billion instead of USD -1.99 billion, i.e. 
the deficit would be 22.2% instead of 12.5 percent of GDP, 
which is a critical issue due to several factors. 

Firstly, these are Georgia's relations with countries of em- 
igration, which may develop in an unfavorable direction (for 
example, with Russia) and cause a reduction in remittances; 

Second, the pandemic and its economic impact on both 
the local and global economies remain unpredictable, yet job 
losses and declining incomes may affect the earnings of our 
expatriate compatriots; 

Third, a number of experiences show that crises in 
general are not easily predictable and / or easily overcome. 
Consequently, our donor compatriots abroad are vulnerable 
to such events; 

Fourth, with the change of generations and their behav- 
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ioral culture, the attitude of the emigrated young generation 
towards sending money to Georgia may change. 

At the same time, if the deficit of jobs continues to 
remain stable and is not overcome at a rapid pace, already 
in the medium term, the country's prolong chronic current 
account deficit will reach alarming proportions. Therefore, 
without maximum concentration on this problem, the risk of 
irreparable consequences is very high. 

Thus, the increase in the scale of the country's current 
account dependence on remittances and, consequently, 
personal transfers is undoubtedly an alarming signal. Espe- 
cialy when the chronic deficit of goods and primary income 
balances remains the "Achilles' heel" of Georgia's Balance of 
Payments. In particular: 


e If we look at the dynamics of the last two decades, 
the foreign trade balance continued to decline again 
after a slight improvement in 2009, and its deficit 
remained at the average level of 2008 (on average 
USD -3.8 billion) during 2010-2019; In 2020 alone, 
it fell to USD -3.2 billion; However, it is likely that 
even such a small improvement in the foreign trade 
balance is largely the result of the supply chain 
disruption caused by the pandemic. 

e The ratio of imports to exports has hardly changed 
and has remained in the range of about 1.7-2.1 in 
favor of imports over the last 20 years (except in 
2007-2008, when these ratios were 2.4 and 2.6, 
respectively). 

e Exports of goods are still focused on raw materials; 
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Figure 7. Inward Personal Transfers to GDP (96) by selected countries, 2020 


Source: https://data.worldbank.org/indicator/BX.TRF. PWKR.DT.GD.ZS 


The share of high-technology products in manu- 
factured exports is insignificant - only 2.57 percent 
(according to 2019 data), when in 1999-2006 the 
figure was 27.0 percent per year on average, and in 
2002 - even 41.1 percent (www.theglobaleconomy. 
com/rankings/high tech exports/). Although the 
share of foreign direct investment was high during 
this period, both in terms of GDP and the total 
volume of investments in the country (gross fixed 
capital formation; GFCF) (Figure 11). The situation is 
worse in terms of information technology exports: 


only 0.4 percent in total goods exports. 

A decrease in exports revenues, on the one hand, 
and an increase in external liabilities, on the other, 
negatively affect the primary income account of the 
Balance of Payments, the deficit of which increases 
from year to year due to an increase in investment 
payments (see Figure 12). 


Like the Balance of Payments, the Net international 
Investment Position of the country is persistently deficient 
also, reaching USD -24.9 billion in 2020, or 156.9 percent of 


Figure 8. Georgia: Dynamics of Inward Personal Transfers and FDIs, mln USD 
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Figure 9. Georgia: Dynamics of Current Account, Min USD 
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GDP. A particularly sharp jump in this rate started in 2010 
and acquired an alarming scale (see Table 1), which sharply 
worsened the primary income balance, and this dynamic is 
likely to be maintained at least in the medium term due to 
several factors. 

In particular, according to data for 2020, the country's 
international financial liabilities were 2.3 times higher than 
GDP, of which debt liabilities - 129.9 percent of GDP, and the 
total foreign exchange earnings of the Balance of Payments, 
which should serve these liabilities, in the same year 
amounted to only 55.4 percent of GDP. Thus, even these few 
data indicate the need for fundamental structural changes 
in the economy in order to make a major breakthrough in 
the export sector, in order to service external liabilities and 
reduce them at an appropriate rate. The analysis of these 
issues is the subject of a separate study, which definitely 
requires permanent attention. 


Current Account, except personal transfers 


CONCLUSION 


The dynamics of the Balance of Payments deficit and the 
Observation of the long-term trajectory of its individual items 
suggest that no systemic and effective ways of its improving 
have been found to date, which would fundamentally change 
its structure, weaken the impact of vulnerable factors on it, 
and mitigate the risks of its deterioration. 

Particular attention should be paid to the country's 
foreign trade balance and export structure in terms of quality, 
without of which it will be impossible to overcome the foreign 
trade deficit dramatically. 

In the long run, the tourism sector should be considered 
primarily as a source of additional growth in exports in 
services and less - as a strategic sector and a guarantor of 
stable foreign exchange earnings. Such a realistic approach will 
greatly reduce the sharp fluctuations of key macroeconomic 


Figure 10. Georgia: Import-Export coverage ratio, 2000-2020 
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Fugure 11. Georgia: The relationship between Inward FDI and High-technology export, % 
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Figure 12. Georgia: Primary Income Balance by Components, mln USD 
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indicators under the influence of external factors. 

Personal transfers remain the most important contribu- 
tor to the country's Balance of Payments, accounting for 
17.7 percent of current account revenues in 2020. However, 
an alarming signal is the growing dependence of the current 
account on remittances and, consequently, personal transfers. 

In parallel with the dramatic growth of the country's 
international financial liabilities, there are no clear ways and 
means of increasing foreign exchange earnings in the near 
and even medium term, which would ensure the servicing of 
these obligations. 
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2016 2017 2018 2019 
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There are no government programs that would facilitate 
the investment of remittances and provide some guarantees 
of a dignified old age for people, who have served to reduce 
the country's Balance of Payments deficit for years with their 
remittances. 

One of the clear lessons to be learned from the pandemic 
should be that the concept of economic recovery should 
acquire qualitatively new content and the relevant process 
should be focused on serious structural changes in many 
areas and revolutionary transformations in all areas of society. 


Table 1. Georgia: Net International Investment Position to GDP, 96 


2000 2005 2010 2015 2020 


Net International Investment Position to GDP 


-70.0 -60.9 -97.8 -124.1 -156.9 


Source: National Bank of Georgia and own calculations. 
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Abstract. Georgia experienced a substantial increase in the number of international visits during the last few years, boost- 
ing interest among the locals looking for new business opportunities. The optimistic expectations of future tourist flow led to 
an enormous amount of investments, mostly in the hospitality industry. The reality did not meet expectations after the world 
pandemic deteriorated the tourism flows leading to catastrophic losses for the tourism industry all over the world, including 
Georgia. This study employs a macroeconomics analysis tool - input-output model to identify the secondary economic effects of 


decreased tourism flows caused by COVID-19 in Georgia. 
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INTRODUCTION 


Tourism is an umbrella industry comprising many pro- 
duction sectors of the country. Its economic influence became 
significant in Georgia and affected everyone, even those not 
directly involved in the tourism industry. International visits 
to Georgia reached a record number of 7,725,774 in 2019, out 
of which 5,080,478 were tourist visits. In the same year share 
of tourism in GDP increased to 7,8%, while the international 
tourism receipt from the balance of payment reached 3.3 Bil. 
USD. The positive trend in the tourism industry changed in 
February of 2020 showing the first sign of the approaching 
catastrophe, which by the end of the year resulted in a de- 
crease of 80.4% in international visits, 78.6% in tourist visits, 
and 82% in international travel receipts. 

The policymakers usually steak to the above indicators 
when informing the public of the general effects of COVID-19. 
However, the mentioned indicators have little use for actual 
decision-making, as it shows just the partial picture. Over 
the last years, tourism researchers and policymakers have 
employed several macroeconomic analysis tools- internation- 
al frameworks and models to estimate the economic impact 
of changed expenditure. A starting point for most tourism-re- 
lated economic measures is the estimation of visitor expen- 
diture, which by definition is the direct economic effect of 
tourism. Tourism expenditure is the amount paid for goods 
and services during tourism trips, which can be broken down 
by expenditure on accommodations, meals, shopping, and 
other categories. 
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It is important to distinguish between tourism expendi- 
ture (tourism Statistics) and international travel receipt (BoP), 
which are often confused by policymakers. Within the context 
of COVID-19, the differences between them are important be- 
cause travel restrictions most likely affect the trips of visitors 
more than those of other types of travelers (UNWTO, 2021). 
There are two major differences between the concepts. The 
first difference is that the category “travel” includes the ex- 
penditures of travelers, who are not considered visitors (sea- 
sonal workers, long-term students, and patients staying in the 
country, etc.). The second difference is associated with the 
goods and services covered by the expenditure. The notion 
of “acquisition” used in the “travel” item is broader than the 
notion of visitor expenditure, including imputed values, such 
as the provision of accommodation free of charge. Purchases 
of valuables/consumer durables are included in visitor expen- 
diture (irrespective of their unit value) whereas the “travel” 
item in the BoP includes only those purchases whose value 
is below the custom’s threshold. This paper, therefore, con- 
centrates on the concept of “tourism expenditure” (Nations, 
2010). 

To avoid differences between countries in the measure- 
ment of direct economic effects, a unique method, inter- 
national framework tourism satellite account was created, 
which is consistent with a system of national accounts and 
comprises ten inter-related tables. Tables show the activities 
of visitors defined as “tourism”, which is translated in different 
forms of tourism consumption in the country, its contribution 
to GDP, employment, and other macroeconomic variables 
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(Nations, 2010); Bregadze, 2021) based on the experimental 
TSA tables 1-4 identified the most affected tourism sectors 
from Covid 19 based on three criteria structure of internal 
tourism expenditure, the share of internal expenditure in the 
total output and the share of domestic expenditure in inter- 
nal expenditure. This paper extends the analysis of economic 
effects from Covid 19 on tourism by adding the secondary ef- 
fects and employing the input-Output model for this purpose. 

The secondary effects can be divided into indirect and 
induced effects. Indirect effects cover intermediate consump- 
tion for the production of goods and services in the tourism 
sector. For example, tourists spend money on hotel services, 
and to satisfy the demand, the hotel spends money on clean- 
ing supplies, linens, and other materials. Tourism spending 
is the source of the wages and salaries of hotel employees. 
This income later is spent on different purposes: housing, 
food, entertainment, etc. This is the induced effect, which de- 
scribes expenses incurred by employees with wages paid by 
companies in direct contact with tourists (Reece, 2010). 

The process starting from the direct effect to the induced 
effect can be summarized in one concept multiplier effect. 
According to (Archer, 1982), the concept "multiplier" is used 
to measure the change in the final output, resulting from the 
initial change in visitor expenditure. The "multiplier" is the 
central and most important concept in tourism impact stud- 
ies. The larger the value, the bigger is the effect of visitor ex- 
penditure on the economy. However, in times of pandemic, 
the effect is opposite as the larger value of multiplier leads 
to severe effects on the economy. While the high multiplier 
effect is desirable in times of flourished tourism, during the 
crisis it inflates negative consequences. 

During the multiplier effect, the country loses some part 
of visitor expenditure, mainly because of imported goods and 
services. The same process takes place during the induced 
effects as well, when the population saves tourism-related 
income. This process is the leakage effect. WTO (1994) iden- 
tified six import expenditure categories, which are the main 
sources of leakage: import of materials for construction, im- 
port of short-term consumption goods (e.g. food and bever- 
age), repatriation of income from the foreigners, repatriation 
of profit from the foreigners, commissions on foreign debts, 
and marketing expenditures outside the country. The leakage 
is one of the fundamental problems for developing countries 
like Georgia. With several other problems, we can name the 
deficient economic structure as the primary reason for the 
leakage. The economy of Georgia is characterized by limited 
economic diversification, local industries are not capable to 
satisfy increased tourism consumption, and there is a lack of 
capital among the locals for investment. Those problems lead 
to a large number of imports and the need for foreign invest- 
ments, which translates into a large leakage effect. Because 
of different definitions of leakage and methods of measure- 
ment, itis impossible to compare the indicator among the dif- 
ferent countries. However, based on six different factors, the 
world tourism organization estimates the leakage effect in 
small island developing countries ranging from 4096 to 5096, 
while for larger and more diversified economies less than 
1096 (WTO, 1994). Although in peaceful times high import 


104 


share suggests the high leakage and smaller multiplier effect, 
during COVID-19 times that translates into the lower negative 
effect on the local economy as the major losers, in that case, 
are from outside the country. The import dependency of de- 
veloping countries seems to decrease the negative effect of 
COVID-19 on the local economy. 

Researchers use the Input-Output Model, Social 
Accounting Matrix (SAM), or Computable General Equilibri- 
um model to estimate secondary economic effects of tourism 
expenditure. 


Overview of the Economic Impact Models 


The policymakers often neglect the secondary effects 
of tourism not only during the crisis period but in peaceful 
times. While in peaceful times this neglect leads to an under- 
estimation of the benefits of tourism, in crisis periods it trans- 
lates in failing to understand the total economic damage. 

The Input-Output model was first introduced by Leon- 
tief in 1940, receiving a Nobel Prize for this accomplishment 
in 1973. Isard and Kuenne (1953) were the first to use the 
model for the economic effect analysis, while (Archer, 1982) 
pioneered the exposition of 1-0 multipliers for tourism anal- 
ysis. The Social Accounting Matrix (SAM) extends 1-0 model- 
ing, showing more transactions in the national economy in 
greater detail. 

After so many years, the Input-Output model is still pop- 
ular among researchers and policymakers. The major advan- 
tage of the model is its method and availability of the data. 
SNA 2008 describes all the details of the method, while rele- 
vant authorities publish data used for modeling (supply and 
use table) regularly. 

The Input-Output model describes the income flow 
between different industries. These flows show the require- 
ments of each industry from other industries to produce one 
gel worth good. The input-output table is the basis of the 
model, showing the economy in the matrix form. The strength 
of the model is in its capability to analyze direct, indirect, and 
induced effects of tourism expenditure on indicators of differ- 
ent economic sectors. 1-0 model has the following functional 
form: 


AX+Y=X, 0<A<1 (Intermediate Consumption + Final De- 
mand = Total Output) 

After some basic mathematical calculations, we receive 
the following final function: 

(I-A)! AY=AX 0«A«1 (Leontief inverse matrix multiplied 
by the change in final demand leads to the change in total 
output) 


The goal of the model is to calculate the Leontief inverse 
matrix, which shows inter-industry transactions leading to a 
higher rise in total output compared with the initial increase 
in AY tourism expenditure. The model allows the calculation 
of two types of multipliers in tourism. Indirect effects of tour- 
ism can be obtained by dividing total output with the incre- 
mental increase of tourism expenditure, while the induced 
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Table 1: Assumptions of Input-Output Model 


MODERN CHALLENGES OF THE COVID-19 PANDEMIC 


Assumption Explanation 


The same am 
Constant Return to Scale 


ount of inputs is required to produce one more unit following the 


increased expenditure. In reality more or fewer inputs might be required 
to produce each additional unit 


The required 


Nonexistence of Supply Constraints an industry is 


input to produce any amount of additional output of 
assumed to be always available. In the real world, 


there might be a shortage in some inputs affecting prices and 
inter-industry relationships throughout the economy 


Fixed Input Structure 


The industry maintains a fixed input structure despite the changes 
in prices. In reality, producers are often substituting inputs 
reflecting prices. 


Homogenous Sectorial Output 


The proportion of the goods produced by the industry remains 
fixed. In reality, industries change their product mixes constantly 
due to changes in prices, costs and other economic variables 


effect is the ratio of the output resulting from the household's 
expenditures to the initial household expenditure. 

1-0 Model as other models uses assumptions. Assump- 
tion causes some restrictions for the model translating it into 
boundaries (Loomis & Walsh, 1997). Analyzing model limita- 
tions is important for the policy-forming process and under- 
standing the results. The limitations include constant returns 
to scale, no supply constraints, fixed input structure and ho- 
mogenous sectorial output. The net effect of all these nonre- 
alistic assumptions is the overestimation of results during the 
large external shocks. However, with moderate shock, multi- 
plier estimates seem to be reasonable for most countries. It 
should also be mentioned that the I-O model does not pro- 
vide many details on producers and consumers. 

The first attempt to build an input-output model for 
Georgia was made by the author (Bregadze, 2019), however, 
given the insufficient methodology and limited data availabil- 
ity from the statistical office of Georgia the obtained results 
lack reliability. Since then NACE 2 and SNA 2008 were intro- 
duced with several beneficial methodological changes, lead- 
ing to more precise results with the updated data set. 

The Social Accounting Matrix (SAM) extends 1-0 model- 
ing, showing more transactions in the national economy in 
greater detail. The description of the 1-0 model gives compa- 
rably small information regarding the role of the people and 
social institutions in the economy. As a result, researchers 
extended the 1-0 model by giving more details on the labor 
force, households, human capital, social welfare issues, which 
led to the introduction of the Social Accounting Matrix. The 
well-structured SAM can measure secondary effects by trans- 
actions, employment, and income for different households, 
producers, and products purchased by visitors. Multipliers 
are the same as in the case of the 1-0 model, but with more 
details in supply and demand. This expands the information 
available to policymakers about who losses the most from de- 
creased visitor spending, prospective public policies, or other 
shocks (Commission, 2003). 

The social accounting matrix has boundaries as well. It 
is the extension of the 1-0 model as a result inherits its four 
boundaries. Besides, required input data, matrix structure, 
and characteristics of the outputs are not standardized. Re- 
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searchers working on SAM have more freedom to decide 
which information will be included in the model and how 
the relationship will be specified between the models. This 
is the reason why it is difficult to compare the data between 
the countries. Furthermore, informational requirements for 
the SAM model are much larger compared with I-O Model. 
Authors assume that household surveys necessary for the 
model are not updated regularly because of the high cost. It 
is not surprising that models are used just by a few countries. 
Finally, SAM does not require clearance of all the markets for 
this the next model is employed. 

Alternatively, some authors advocate the use of CGE 
modeling arguing 1-0 Model and SAM have serious limita- 
tions affecting the accuracy of the estimates. (Briassoulis, 
1991; Dwyer et al., 2004; Dwyer et al., 2005). Although the 
CGE model corrected limitations of the input-output model, 
some of its qualities complicate its introduction: 


The model requires massive statistical data from dif- 
ferent sectors to describe a relation between them 
for a year. This data needs an annual update to de- 
scribe the changes regularly. This process is costly, 
that's why it is a common practice among research- 
ers to estimate the model for one year and use it 
for the subsequent years. This method results in 
inaccuracy because interrelations between sectors 
may change during the years and as a result model 
will describe the reality of the past, instead of the 
present (Gillespie et al., 1999); 

Some assumptions made in the model is debatable, 
as the structural details (value of parameters, equa- 
tion forms, used data) is not published, making it 
difficult for model users to test the actual assump- 
tions of the model (Lapping, 2006); 

CGE models lack validations, as the results obtained 
from the model are seldom analyzed against the 
actual world. It is common practice to develop 
the model for the year, input exogenous variables 
there (e.g. tourism expenditure), and then adjust 
equations so that the income and output results of 
each sector equals country totals for that year. Then 
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the assumption is made that the equations do not 
change for years to come (Gillespie et al., 1999). The 
resulting changes in GDP and employment from a 
policy are never compared with the forecasted val- 
ue from the model (Kirkup & Major, 2006). 


The overview showed the input-output model differs 
from other models as it requires the least data and method- 
ology is described precisely in various handbooks. With these 
qualities, it's the best candidate for the measuring secondary 
effects of COVID 19 on Georgian Tourism. 


Input-Output Model as a measure of 
the secondary effects of COVID 19 


To build a model as a first step symmetric Supply-Use 
table should be derived. For this purpose, we obtained 
“Supply and Use tables 2019?" from the statistics office of 
Georgia. According to (Nations, 2010), industries can be sub- 
stituted for the rows in the northwest and northeast quad- 
rants of the Use table to produce an input-output table. For 
this, we made a fixed product sales structure assumption, 
which leads to the following mathematical derivations on the 
Supply Use tables (Eurostat, 2008). 


T = V * inv[diag(q)] B=T*U 


Table 2: Interindustry Matrix 


™ 


CT ൮ EJ fe} ൭) (൭) 2) zZ 


! Retrieved from www.geostat.ge. 2021 August. 
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Where T Transformation matrix, V Make matrix - trans- 
pose of supply matrix (industry by-product), diag(q)-diagonal 
matrix of product output, U Use matrix for intermediates 
(product by industry), B Matrix for intermediates (industry by 
industry). Finally, the matrix expressed with only industries 
was derived. 

The table shows all the industries of the country in the 
rows supplying output to every industry represented in the 
columns. They gave the matrix the name "interindustry ma- 
trix" because of this quality. We can transform this table into 
another account called the "direct requirements table." For 
this, we can use the formula A=T*U*inv[diag(g)], where diag 
(g) is the diagonal matrix of industry output. 

The direct requirements table shows for each purchas- 
ing industry (in the column) the inputs directly required from 
different supplier industries (in the rows) to produce one unit 
of output. Through matrix algebra manipulation (called “ma 
trix inversion") on the direct requirements table, the "total 
requirements table" can be derived. For this, we can use the 
formula described at the beginning of this chapter. By invert- 
ing (I-A), the total requirements table is obtained, which is 
shown below only for the "Accommodation and food service 
activities" part. 

We have moved from an account to a model called the 
Input-Output (1-0) model. This model computes, for any 
increase in consumption of an industry's output, the total 
amount of intermediate output required. The received final 


Source: National Statistics Office of Georgia 
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result AX=(I-A)*AY means that if tourist expenditure increas- 
es in the country, because of inter-industry transactions 
expressed by the Leontief matrix, each industry's output 
increases more than the initial increase. This is the concept 
of multiplier discussed above. If the expenditure on accom- 
modation in Georgia increases by 100 GEL, this will generate 
an additional 81 GEL. The sum of the output which satisfies 
demand is called the indirect effect of tourism, while the mul- 
tiplier equals 1.81. 

To get induced effects, the household column should be 
added to the direct requirement table. By inserting house- 
holds in the table, we treat it as a sector that requires resourc- 
es (personal consumption goods) to supply labor services. 
After inverting the expanded direct requirement matrix, we 
obtain the total requirement table that now includes house- 
hold consumption. Additional tourist expenditure will gener- 
ate additional income for the households, which will trigger 
personal consumption and create an additional effect on the 
output. This is an induced effect. Because of the limited data 
availability, this variable cannot be measured in Georgia by 
now. 

The input-output model can be a very useful tool for 
policymakers during the COVID-19 crisis, as it measures addi- 
tional effects of tourism and captures the affected industries 
that would stay unmeasured otherwise: 


e The model identifies the multiplier effect of tourism 
expenditure, which for Covid analysis translates into 
additional losses incurred from the ceased tourism 
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Source: National Statistics Office of Georgia 


expenditure on Accommodation and food service 
activities. In numerical terms, the total expenditure 
of 3,9 billion GEL on Accommodation and food ser- 
vice activities would translate into 7.1 billion GEL in 
a loss; 

It displays linkages between tourism industries 
producing for tourism demand and the industries 
supplying intermediate goods and services to those 
industries. This information can be useful to identify 
the major losers among suppliers. The strength of 
inter-industry relations is the important factor that 
will show how the decrease in tourism expenditure 
will influence other sectors beyond tourism; 

The model has potential in the future with more 
information available from Geostat, to identify the 
share of imported intermediate products. Although 
in peaceful times high import share would suggest 
the high leakage and smaller multiplier effect, in 
Covid times that means the lower negative effect 
on the local economy as the major losers, in that 
case, would be from outside the country. The 
import dependency of Georgia in tourism seems 
to decrease the negative effect of COVID-19 on the 
local economy; 

The model can be useful during the post-Covid times, 
as it shows estimates of the output, income, and 
employment multipliers for tourism expenditure, 
which can be compared to other types of consumer 
expenditure, such as investment in Agriculture. This 
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Table 4: Total Requirement Table 
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Source: National Statistics Office of Georgia 


assists policymakers in determining the total effects 
of public policies to expand tourism expenditure 
compared to alternative economic development 
programs. If a country finds, for example, that the 
accommodations industry is purchasing many of its 
intermediate products from abroad (say, furniture 
and equipment), it can increase the macroeconom- 
ic contribution of serving accommodations demand 
by encouraging domestic enterprises to produce 
these items. This will reduce the leakages of de- 
mand to industries in other countries and increase 
the multiplier impact of tourism expenditure. 


The input-output model can be further improved. For this, 
Geostat should publish the official valid symmetric supply-use 
tables and separate use table of imports and domestic produc- 
tion. The analytical tools are the guarantee for informed and 
valid decision-making that leads to effective results. 


CONCLUSION 
The paper showed macroeconomic analysis tools to be 
equally useful for policymakers during peaceful and crisis 


times. In peaceful times, it is a powerful tool to understand all 
the channels through which tourism affects the economy and 
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stimulate its beneficial effects on employment, international 
currency flow, additional income source, etc. The benefits of 
proposed methods and models change in the crisis period as 
interest shifts toward estimation of a total loss to the econ- 
omy, identification of most affected and vulnerable tourism 
fields to create relevant aid packages. Tourism statistics in 
general and TSA and the input-output model, in particular, 
can address informational requirements by delivering the rel- 
evant tourism statistics indicators. 

The paper showed, that the economic impact of 
COVID-19 depends on five indicators: the size of internal 
expenditure, the share of domestic expenditure in internal 
expenditure, the share of internal expenditure in total out- 
put, the share of imported intermediaries, and the strength 
of inter-industry relations. To measure the indirect effects 
because of comparably low data needs, the input-output 
model was employed. It showed the multiplier effect of 1.81 
for Accommodation and food service activities. As Georgia 
depends on imported goods, the multiplier effect should 
be lower. Although in peaceful times import dependency is 
not good news for the economy, in times of COVID-19 that 
would mitigate its negative effects. The paper suggested nec- 
essary recommendations for methodological improvements 
to validate results and receive the full picture. In the future, 
macroeconomic analysis can be extended by employing other 
macroeconomic tools such as SAM, CGE. 
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Abstract. The COVID-19 new coronavirus-related pandemic processes have had a significant impact on the world’s economy. 
Due to the fact that the assessment of coronavirus results requires an important analytical approach, a completely new term has 
been proposed by science - coronomics, the subject of which is the negative impact of coronavirus on various sectors of the econ- 
omy. The term coronomics was introduced by Sri Lankan professor Ajith De Alwis. The COVID-19 related pandemic process directly 
increases coronomic urgency gradually. It could be highlighted, that similar types of global risks will always exist. Understanding this 
is very important for the society in their daily life and in planning the economic projects that should be implemented in the future. 

In nowadays, humankind is facing a completely new global economic crisis, the causes of which are provoked by factors outside 
the economy (coronavirus). A clear example of this is the difficulties that have affected the economies of both China and a number 
of leading European countries. A number of companies have closed in China, the world's second-largest economy. A similar situ- 
ation has arisen in the EU. Due to the arising circumstances, the mechanisms and tools that were actively used during the global 
financial and economic crisis of 2008-2009 are mainly considered in the fight against the coronary crisis. It should be noted that the 
current crisis is extremely different from the events that happened in 2008-2009 when the origin of the crisis was purely economic 
and not medical-biological. The spread up of pandemic processes directly influenced new technological challenges, especially in 
terms of the development of various types of applications and software packages. Therefore, digital-based industries play a more 
and more important role in society. Noteworthy that the needs of society, along with technological development, are undergoing a 
fundamental change, and therefore, to meet them, it is necessary to develop completely different, innovative technologies based 
on high technology. The creation of social networks has had a significant impact on technological development. A social network 
is a means by which new, completely different industries are formed. In addition to the above, lately, more and more people are 
talking about blockchain technologies and their perspectives, through which it is possible to develop various industries through 
online technologies, which becomes especially relevant in late 2019 and early 2020 when the COVID-19 new coronavirus pandemic 
spread worldwide. 
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Abstract. In recent years, logistics have gained great importance both locally and internationally. The status of a "transit 
country" has long been an important precondition for the development of the economy and international relations of Georgia. 
With the growth of the economy, Georgia's function as a trans-Caucasian corridor has expanded. This is the shortest route 
connecting East Asia with the Europe. Significant railway, motorway and pipeline transport passes through the territory of Georgia 
— by means of which, it is possible to cheaply and efficiently transport goods from the Caspian Sea to the Black Sea and vice versa. 

As a result of economic and infrastructural reforms carried out in recent years, the transport and logistics sector in Georgia 
has developed significantly, but not sufficiently yet. As a result of infrastructure modernization, simplification of customs 
procedures and liberalization of services in key sectors of the economy, the country's transit and logistics potential has been 
increased, providing better international connections with global markets. Georgia is currently modernizing and expanding 
its transport infrastructure, which includes a growing national expressway system, new rail routes, international airports and 
expanded seaports / terminals. At the same time, legislative approximation with the EU continues in the field of transport, which 
is a priority issue in the process of Georgia's European integration. 

The development of the country's infrastructure, transport, logistics, communications, energy, technology, education and 
financial hubs is important for realizing the potential. Donors are providing their assistance in achieving Georgia's logistics goals. 
With their help, the National Logistics Strategy of Georgia for 2021-2030 was prepared, which states that the logistics sector of 
Georgia is in the process of transformation. An important indicator of the state of the logistics sector in Georgia is the World 
Bank Logistics Index (LPI), where Georgia is not in the most favorable place (119th place among 160 countries). The Logistics 
Index reflects the vision of international service providers and business operators on how countries integrate into the global 
logistics network through their major trade gateways. Therefore, it reflects not only the changes throughout the country, but also 
problems associated with the access overseas. 

It should be noted that over the past decade Georgia has invested heavily in the development of road infrastructure, but 
logistics and intermodal infrastructure continues to be developed, resulting in low efficiency of maintenance of logistics system, 
relatively its high cost and less reliability of the logistics system, which negatively affects international transportation. COVID-19 
has affected not only on the healthcare system, but also on global critical infrastructure, including transport and logistics. The 
start of pandemic highlighted a critical importance of transport and logistics systems, both on international and local level, which 
previously had not gained much attention. 

Despite the success achieved, number of problems has remained for transformation of Georgia into a regional transit and 
logistics hub. Efforts to improve transport infrastructure and services should continue until existing constraints are completely 
removed. Poor service quality, outdated logistics infrastructure and equipment, ineffective supply chain management, as well as 
disorganization of personnel and their poor qualification are not a complete list of problems. 

An effective and consistent policy for the development of transport and logistics will make Georgia more attractive for 
investment and improve the country's economic potential. 
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നന്ന hdd Bodog 9gac6o08o3360 യം obgós- 
b656:3]6367«0 69390689390b 393033». bofomaggemdo 
dbndgbammgbop డ్రింరి౧యంగురం ൫൫൦0൧൮0൫൮൦ യം qnogobóo- 
job 539660, ET o obo ada Coobaq. റ്റ 
Imeg&bodogoob, ലൌ ന്റ 800൦009൨1൦ യം 
0൬0൯0001 dobanne 534650653880 909b»b3633ob q00096»- 


e»o8agoob 6യുദുയ, odommeo 03040000 0൦060൭08൨൫ o 
e»3objog36o dohgbgnow@o, Hog 3865639mgogb 33909b 
9൮06൦൦0൪൭൨ zogdohb മൂനനര്‍൦നു6 ൪൦80൪൦൦0. bogoh- 
39e» 904190൦൬ ob (po తర్భంగుం ణ్యం ൦൫൫൦0106൫൭ 
06965567676», ദു 9oog»3b 963630 Babb3- 
ന്നറ ൭3൭൬0൭൫൬൭൭൭൬0 608൦6൬ 1൨14൫00518, obom baé3oboa- 
dm 009൦൫0, 0൦060൧൪6൯൪ ൪൭൪൬൪൬൪൫൭൪ wo goaqo- 
6൫൭൨൦൭൫൬ bodmgon 6535503369390/6969065sc»33b. ൭0൦൧൪0, 
ദ0റ0നയു൪ 9863»39o60»5 ൫൫൦൧104൫൨൪ baq@edo bo- 
390൯00൬൪ഈന poobmmgds, ൭൭൫ 400൪൭0൫൫൬൬ bsgoobb 
f.Hdooeg gbb b»ja039e»ob 336o0066326»9oob 6600൨. 
13000 ahdjwgognobn 33060903360 3»5300»69330b5030b 
960d369e»03»bos bofohogqmeb, Hmgnmh3 ഒറ്റദുറന്ഥന്നുറെ 
ര്‍റ గ్రంర్యంలంర్యుతం. తిణ్ర్యింగ్ర౧ంల్తుం0 6൦൬0൪൪൨1൧0 dbod- 
30റ)നനറ്ദ0ാറം 03090൨ ൦6൪൭൭4൮൪൮൬, ൦൫൭൦0106൫൦, 
mmaabpo3yeo, ba30087603»(00, 96363360330, 6996«»o- 
80360, bogobdabao 99e wo bognbsbbe 3aóob 10160000 
89630056395. 

a8d-b dobsgabo 3b obe g5ob q33»6(sdgboob 8౧౦0౧౮- 
300, 8൭386൨, bodo30~, bo&3nbng8e wo bobdIgg {ae bob 
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യയ) (1000 | 3636 (01000000 


deongogb 0൦0൦൦0 Pozo gdh gdym ദനം ൯൪൨0061൦ യം ౧రర్ధధుం- 
5663436»: 


e 09090» (03000g60b»393o, ൦3060൩ bogngogonb 
505659590, ൭06൫൩൭൪൫൮൨, o- bo@ggbo 90003390, 
909305390 യ ൭.9. 3d 9630700 93003006 ലി 
bm o dg693je»o Cobodbywgdab »96o- 
30639986, 3083606030 യം ag6do ba330:695590 
ఎగుర badagéo 0൯0൦൬൬൪൨ (30൬൯൫൨൦0 03 èo- 
wodo), ba3agéo bedoweogoab 39390౫30౧ 3y6- 
Jogo, bofgognb 90300000 bo@g3900, babagogegoo 
qpob9aé 93», bagyogbeob6e bmn); 

* babdgengare ൫6003൨6൨ (38980, ba@gdo, 83060- 
0990, bafjgo Coo» 6600904൨, bagoo(968000 505639330, 
0൯൬0൫൦൯൪൨൪ 698:e»ogoob 505639330, baobgy 6 dagoo- 
69360020360 bo5(538330); 

s bodmgom ൫൫൦0൧൮06൫൨ (30656380, 03000000 30990 
(po ൬0006൦) babdge»gox 069625663466»); 

© bodmgo@mgdeong0 bobdgemgom ൫൫൦൧൮0൫൨ (830- 
0753930, ൫൦ന൬൭൪൪-3൪റ, 6006൭, dofabsgeo 9966, 
69690550390 (Qo b50996 (0c ൨1006040); 

ళ్‌ (൦൫3900൭൧ 6 30bng0 (൦0300൦൧൭ 900൭യൂറ്റ0നനര്‍)൪൨, 
bbgogobbgo bobab 352c553930, നനൂനര്‍നറററുറ്ററ); 

° bagyoob(yco യം 909pc9939e»o (69a0055q»360 യാ 
രയയമറന്നനര്‍റററ്ററ ba336096 5965305530, bogmb deo 
൨0൦6), bombo 6000800000 ൨1006040 യ 
93089 000001 b365505530) (Kutelia, 2020). 


6g 6g 9599930, q»ogobío3360 (൨1000൦ ഗുയനറ 
൨1605൦, ల్ల bbga@obb30a3060 3e39966990bo395 9)യ- 
8995, ര്‍നര്‍റൃന്രതര dobol 3030060 360» ogob 90p9356033530»0, 
896339320 306-b8edogh dom യം dobogob q959obabos0933e»0 
06698690300 bac obboo. ൦0൪൫൪൭൫0൮൬൨ 0౮౦6౧00౧ ൨1006 
802000 6൭0, ളൃ gogn 300൫൯൮ wo 8൯0004 
69530695» ദുദുംന)0൦൬ dmmbmgbodg, 06 ര്‍നമൂരയരത, 035039» 
8960980983 (09626, 2009, 88). 

e»oaobóo3ob da6o3» bodbogh bofobmeob, do3b5b363- 
dob (o Agbododobo 06g 68sgoob 3993636 doHogob, ൭൦൪൨൮ 
083€»0bb893» «523399», agsbbo6(09e»99» ന 3mbhoomo - 
dnho@gdab (006൫൨0൬0൭൦, 0൩0൦൭൪00 (్భ6థ్రింల్తుంతిల్త -dodbdo- 
നണം doobergbgdob dofbodomyeo ozdogoRow don യാ 
680000൪൬) OoboboHgqd0m. 

ర్రుణ్యింఠగ్రర్యం0 8963203660 9oogogb 0309039, bo()obb- 
doo ൦0൦൬30 dg6D335b, HOovbbsoepnHdob, babap- 
ന) 993663o93ob doHorg0b, d9339mg00b గ. 
q»0g0b(03360 godgob 3939655 യ q»ogobío3360 0ന00൦0)- 
ര്‍റ 200093౧ bbgo 3ddobogdab നനന. q»ogobóo- 
330 335359955 9൯൬൪൨1൭൦ 3959003390, 0൦6൪൯൪൮൪ (05398935; 
bofobgwab 399303» യം ര്‍നര്‍bദം൪റര്‍നറ്റര്‍ഗംൾ ൬൫൦0൮൫൦൯൦൦. 
20393930 യം 8080౧0 g»bbo 6003033» - 560»3307e», 0336»- 
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AJW qo 6260336 - (90993 600൬00൦6൩൪. q»ogobóo3ob 
9963209660 ൦0൫൫൪൭൫൮൬൨ 37643000, od gw megabpagob 
3ombenbom dob NAR 0000 థ్ర్రంగ్రం0గ్రతలం0, door do ob da&- 
3960680», 39900395o»b, fohdmgdoboob, ൯൬00൦010൧൪ po 
[T-bo»6 (Logistics and shipping guide). 

൪൩൬൦ യന 355553306 gòm d608563«»9» 360333» IT 
= ൨1006൨ ൫00൮00൪൦ q»ogobóo ob 6൦6൦0000. 9b à6c(9bo 
3960 6000൬ రర] gobo (09b, 680൬0000 3n6d9d- 
do. ൫0൯൪റന൬റം, 60d e»ogobioa36 baobgyoó doo bob 
yng bad 28990: 89890360, qpob3o90(0760 (q0533650363- 
qno) യം తర్షురిం గలు ల్లుం (൯൭6൦0൫൨ുഈറ). 111: 2839390 
à6353e»0 boobgmmdoyoc ൨00൦ 89605353039», 6g o6 
Bdodgogho, nbg, 3562535«dgego j9bob5895oo. qabjgo- 
360 439505638930 35655353039» Bo@obosHogemo ൭0൬൦0൪൨1 
900യൂറ്റ0നനര്‍റ൦. WOybgqedgeoo}0 3390050538980 390de»33» 
aobbbgogogdmegb ദമനം aogobo 9൬)6000൦, 9. 0. 6996o- 
3960, 05g 68sg03e»0 യം 9603950370 306:3639e»go09oo 
(Veshapidze et al., 2011, 49). 

690൬000൪ 306039980 30033 g6ob93e» മിയി, యం 
൫30൫൭൪൨൪ 11 യ q»ogob(o3o bobgemdfagerb oC bg56o- 
dab Woog@ bo booyydgqemoo. 660൬00൦0 dbeogcmomdo (౧౮౧ 
൫൦0൦൬൨ 8ంంర్ట్రికి gzmbmdazob bbgopobbgo യമ. goo- 
g6oo (ന്നെ, 6089e»bog 0 393836990» 3363500506335 - 
൦00൦00൨൪൫൨ 0൯01൦06൪൦൦. Ibogwocdo q»080b603360 
8൨061൦6൪൨൪ ൫94൪൨ 8౧60౧౦, 038633» q»ogobóo- 
3960 നറ. bagjaco39e»odo doon 900600 ൦൦൫൨൮൨, 
3303 306080». q»og0b603360 3൦006൪0൦ 6്നന്റ്നറനര്‍റ 
09360 doHowgdab നറ boHaqdmodb. 9ന॥006)0 deongogb: 
൦൬൫൫൨൪60 3ddobogdb, ൦൫300൭ 89099003939b (po 
q»080b603360 99b»b36330b 360950096 9Àb. à&ob63639do 
(౧౦౧ dmgy~mdol 630600 റ്റെ 03b, ob CTE 
9906999» 83൬0൪൦0000 boé2990, 009595 $j6o6b3e 063305 
൫൦0൨൬൨, 53603609939» 3960 6000 3౧306౧౮. 

0ంగ్రేరయ్య్రల్లుణ0 q»og0bí03360 908638ob 909033»do Qov- 
6065990 000൦6൪൨൦. dlman 955385 b39805e»36»Q 89dego 
ഠം - 2017-2026 (൬00 b»jao033e»ob. e»ogobóo- 
àgóo നദ്ദ 0൫6൭൫00൮ 0൯1൦08൦൬)൪൬൭൬, 9൭൫൭൭4 gb 
(903799660 eC 30 ദാനി, e306, dbeogemoe 
955395 qoo bo 66൩00. dlman d0630 oe Py~mohoedo 
g6ob3e» »d399639b be geo dob3ob mogabpogob obp9d- 
b9db. dbogmnm ൪൭030 2018 (തറ c»ogobóo3ob obegdbob 
റbറൃയദുറഗ, bofohagqme 6॥നമ്മൂന്നറന 693060638o 160 (304950൦0 
നദവി 2.44 Jawan (5 ൪൭൬0൭0 d30~089) 119-3 ogah ago- 
398b. Habs (൬൦൦0 8൮൬26൪൨൦ (3950൪0 ImBago 11 ogam 
80002൨൪൦. 35792099538» 9306098638» ൭0൦0൨1 g39e»» 
à93ob966do. 3993ob 33» dao 06൫൨൦൦൬൨ 00൬0൫൯൬൫൨൪ do- 
00౮౩౧౦ 0൬0൪൦: 


* bodoge 90൬0൬൪0൨1൦ Eo 08൮0൨൪ 0൦020 
080600൯൪, 


യന൦൦൬0൭൦90൦ Cd 6096000 0812, 2021 


. 000൦01൨൪൫൭ 00747൪0 006౧00౧; 

s à9633696036560»5o bagé»oede obo 300080039- 
dob గంథం Igbodegdqrmda; 

© q»ogobío3360 8൩01൦0൭൪00 Aqbodengdwoedyd0 
eo 0൦0100; 

ళ్‌ ൫30൫൭൨൮൪ abgqobgab Aqbodemgdqeds; 

s ൫300൭൨൮൪ gobeogab 8౧౦0౮౧౦ wobodbyengdab ogo- 


നയ) OHM Iwo dofeoegds. 


bofoagqmeb g3mbeodoznbs യ Keogh 3»5300»633ob 
(൦0000160൯0 0൩൦08൦൮0 ,bofooogge@mb 2021-2030 [തറ 
൫6൭004൫൨1൦ (9o e»ogobo ob 963630 ൭൫൫൨൪ യ 
2021-2022 0«»99ob 008൬ agado“. ൬൩600000 6ന൩0൪ം 
9beogjemoo dobjob 006൬4൪0൦ wo bogmbbyenhoyoc 3093»bo» 
„EGIS International"-ob 0൭0൧൮൬൯൪൨൦ 039705339 :)e» ൭നു)0000- 
89 „2017-2026 Hengdab bofohagqwmob wogobdazab ൪൬൪൮൬ 
൫൫൫൭൫൮80൦൬ 2017-2020 Hengdab boderddqeem aggdo“, യര്‍ 
800, Hedg_enay, 6x66 o@gbadbyor, 0673 goderfaqybydymo. 

൫൫൭൫90൨൪ 39885398» Imbeoo 39999330 b5939b36535ob 
89095e»obpob3300: 


* sObgoymo 3gmg3g00b (0o dmb dgbobgòð 
00൫൭൦000 6൯൦0൪൦ ൬൦ 59395333»; 

* ൦8൦0൫) dogok 8൬൦൪0൭01 358c 3003»; 

* 89003939905 రింధ్యురియింర౧ 093500903509; 

*  03oq099360 »53»60dob deoddoe@gdo; 

* bodydom 283905 GemMdogdo ൬൨1൭120൨ 35056503» 
൪9861 Iebhogng7dbo po 808635950»; 

ళ్‌ (౧9000600 3200900; 

* 890c 03339905 boddodob 3999533»; 

bg 8903939905 9690൩൪0൫൫൧ മൂറും; 

* ദര്‍ 0൩0൪൪൭ (National Logistics Strategy 
of Georgia for 2021-2030:7). 


(൫൫൭൫9000 36bo6(09c»93909 dobybabdagdermdobh omgdb 
bagaco39ge»ob ൫൫൦0൮06൫൮൦ യ ర్రుణ్యింఠీగ్రర్యం0 യാമ 
Bobga gànl 30999so»8o obo നവന. 

ൾരറ്റഗദുൃതനം wmmgabdozob  36o3bje» ൫൫൭൫0൪ 
2021-2030-8e ombodbywns, Qmd, bsjoóo3ge»ob mo- 
80146൫00 qeóao HoobbamHdogoob 60100൦. 35956983 
900000000൦ obo~o bagéóos8e6obo 6൯൦൦0൦6000 gdm- 
hgbo o oHbyd_mab 359560933». 3003560339» Jgadengdo 
hod meogabdo3j60 d«9b5b:36 350b bobgmdgd0 35b5300»6o5 
dows 6957653500 wo 3963 0൬01൦26൪൨൮ Igbyo@3om. bə- 
jo6039e»o8o Im {dgeoo goddoboagdab wHoge bods 33o6»- 
Agbodob dogo mmgnbgn3ob ൭00000, 0൪൬00 ൭% goohboom 
Bm@bs 39693 901൦0൭൪൨ Igbyow@3ab godeoggbgdob 33o6»- 
൫1൯൪൪൨ Igbob9d, ൭൫ ofgm Igbododobo Grebe 3563 deodbo- 
b36933ob 66൨൫00൨൪ da6o3ob Igbobgd o ൭0 d33de»oso 
3069 IeodbabyHgdob 600൬൬൪൨0 goggnbo po q»080b603360 
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9000-19-01 390൬0000 ౧౮66310౧౧౩౦ 658006308990 


8HMEgb_d0b JoHog0. ofg@ob godmd@nboHJ, wmgabio- 
37360 b3630b35ob mamgdywgds domomns Eo తర్ష్యైంల్తుణతథం్యం 
3൬000001 3b 34M 76H 7boMoberdo - ൬൭൪൬൨. 9063 3൬00൨൪ 
66൩൦0൬൮൭൪൨ 0൨000൦൭൪൬1 borog08md96 Irom 
Homegbedob 2PL deodbobyHgdob, GngmHogoo ൫30൫൦൪൨൪ 
30@d80E3d ൬൦ bafyodgoab 35065339». 

2019 Grob dobsy9d9d0m, bofommggmemda 3»]06»33- 
dopo ൨൪൬൬൪൬൦ Co 001൭44) bogógob gooo, 
oobeeogdoa 1.16 donb 33506»63«0 89660», bumm 259360 
റ0൬0൫0൨ൂനറ po ൦1൪) goon 2.5 damambao 330@h0- 
dawn 6006൨. sobodbywo ൫0900 30Jn%039d0@0 gooob 
66.1% mdbomoabdo dogdoMgmdb. godomogqd0@0 b»pgo33- 
d0E06 Jbo~mme wosbemgdna 1-2% 033303699» A-3mo- 
bob bofgmdb, bromo B po C zmobab bohymdgso o00jdob 
൦൦0൭൪൫൦൬ obsfaw~gdg6 Wossb~rmmgdna 48-48%-b. 80అల్తుణట్ల 
൭൦0൬00) bofymdb goohboo 0969069333«»90» bo3gg0n 
96൩൬000501 Igbobgobsog0b, Hag 26 8935555993» bo333- 
obo ൮60൦൪൭0൬൫൨ 66൦000൦0. mdomabdo sobama bofya- 
djdab jdhogmgbmdoy B gm@obb 9033303633». gmobo po 
05053980 60൪൬൯൬ ൪൭0000) B 3mobab 1൦06൯40൦. 63300- 
൫006൨ bohymdgdob 396»3«»96o3» deodggengdqjena 09303363- 
ര്‍റ, 6009505 C 3mobb 90353036330»6 (National Logistics 
Strategy of Georgia for 2021-2030:9). 

beo o3roog, bagaco39ge»ob e»ogobyoaob b3dóeéob (000൭0) 
sCobgdge 360-9600 d0»3»60 godeoh3 7300 e»egob(yoaob obo- 
99:633 obgy6»b6645:) 60b ൫0090൧൪0൪൦ യ്യാ 00നുന00ം്രൂ0ന 
- bagedabo3ogom fajbnmmgngdob q»b3633». bsobgo6d»goo 
യ b»30097 603200 533600099305 q»6365330b 999809, d3bad- 
നറ്റിറൃന്നറം q»og0b603360 ൪60൪00 090060൯൪൨൮ 9086. 

960dgb9e»o3»bo godeh3q300, »3639039. «805603360 
6൨0൦0൬൫൪൨1 0൦൫൨100൨. moa 9൨01൦0൬6൪൨ 006౧000 
7006030 godda gobbogHogb, don dob 80౧ర్యిర్భల్షుల్యం6౧3: 


* dohomgdab ൦000൬൯൯൩൪൪; 

൦ b& ge phm - bbb 9560൫൨൦8) 6൮3൦01 dowg- 
൪0൬ dofo@good@9; 

* ൪൬ ൪3൦1 g^bbo6(03033993; 

* — dodogob 50638035; 

*  g69moóob 8505358580 Jgbodmgdmmdo (Veshapidze 
et al., 2012, 59). 


bajs039e»obo3ob, 6g6Q 6980cb5q»36o q»ogobóo- 
3960 3o0obogob, 9600363«»03250», sEgo~md603 (po 69goo- 
b5q»36 Sopeq95ob goagdo 95m 9069930»990b dcodbo- 
byggagdab (VAS) abdgamogns. goddamn 006333993305 
dc9b»b363398ob nabagabag bofohagq~mob ൦040൬5൦0 
8౧0000 థ్రరం6రింట్రాల్తుం 89059003990Q»5 2960 9960 93bedo- 
390 ba6533993e»0 dono. 

mmaabpagob 999) bgOmdaboogob, goboogomoabhnb9d9- 
ന്നറ, q»080b603360 baé2990: je^o3e»o 3oddobogdab mogab- 
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യയ) (1000 | 3636 (01000000 


603360 0൦൫൭൫൬൪൨ doq»osbo 0൦൫൭൫൪൨൪ ൦9൦൬൯൬ 15-20%-b 
909200, Hoy Dhadgbgwmmabso ൭005608൦ bs9g6o»doobo 
369603590 sObgoq~m bodbywl. రత్చింల్రుంయింట్టు, 93653»39do6ob 
339963980 ൦0൨000൦0൪൬ bofobeoob (ంరరిణ్యంం0 bodao- 
യന q»080b603360 bo@gqdo 909939700 398055309305 5926-b 
909000, ൦96൯0൯൪൨൬൩ 969039«09280 - 496-b, bumm 
3€3366053»6»(6ob 0൦൫0൪൮൪൦00 - 696-b. 89099003990b (po 
൬൨൮൫0൨൪000 ദയറ bo@ggob 0ంగ్రరయ్య్రల్తుణలిం శ్రిం6ంరి౧గుణ- 
89b ac bbeeopogooba യാ EZmbbowo~@ogoab 06൭000 
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Abstract. In terms of overcoming the socio-economic problems in Georgia, great importance is attached to efficient functioning 
of the labour market. It must ensure a radical change the sphere of social-labour relations, accordingly, efficient overcoming the chronic 
unemployment in the country and efficient employment of labour force. The results of the research confirms, that adequate labour 
market of normal market environment is still on the formation stage with serious problems and challenges which is developed in Geor- 
gia. In 1990s at the initial stage of formation the national labour market difficult economic situation which was in the country, give a 
push negative developments in the field of labour relations, among which before nowadays invincible challenge is the growing trend of 
informal employment. It can be said, that this one took on a large-scale character in the current period of financial and economic crisis 
caused by the global pandemic. In fact, the informal sector in Georgia has become an independent segment of the labour market, which 
has a significant impact on employment of the population, standard of living and on the overall process of economic development. 
Informal employment, as an important study socio-economic event and phenomenon, assess its level and scale, it can be said convinc- 
ingly that it will not lose its relevance for many years. Negative consequences of informal employment, needs analysis and evaluation 
factors affecting the influx of economically active population into the informal sector of the labour market. Also its important discuss 
and evaluate the positive aspects of informal employment in the short term, which manifested in facilitation reasons socio-economic 
and psychological consequences of unemployment. 

In the work researched certain aspects of informal employment, analyzed its forms, faces, identified peculiarities of informal 
employment and rated its scale against the background of the global pandemic. Substantiated, that informal segment of the labour market 
requires depth research and evaluation. By the research identified the main factors for the growth and development of employment 
in the informal sector of economy in the Georgian labour market, from which we must distinguish: high levels and scale of poverty in 
the country, chronic unemployment and inefficient employment; insecurity social principle of justice in the field of employment; equal 
employment opportunities for job seekers; lack of proper conditions for equal realization of labour rights; population low availability on 
different types of labour market services and events, inadequate rates of economic development; reduced demand for labour, accordingly 
limited employment opportunities and prospects; low level and quality of development of vocational education system, which not fully 
focused on labour market demands, social protection of the unemployed, none of insurance mechanism; difficulties in training and 
retraining the unemployed; low level of remuneration; low level of stimulation, motivation and labour organization, underdevelopment of 
labour market infrastructure and its management information system, problems in the field of management and regulation of social-labour 
relations, which connected to the development of the legislative-normative base, lack of a complete mechanism for controlling the working 
conditions of employees and etc. The main results of the research are summarized in the concluding part of the work. 


KEYWORDS: LABOUR MARKET, INFORMAL SEGMENT OF LABOUR MARKET, UNEMPLOYMENT, INFORMAL 
EMPLOYMENT, PANDEMIC. 
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308030 ൬൦ daba DpoHdegdemyoemdob sdop~gds. 930932». 
8963399e»Doe»oo 39206960939» 0൯1൦0൬൯൪൨1 96൨൯0൨൦൨ 
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൫00൬600൪ «68o633»b, ൭൨൪൬൦൪ നറ 360-3600 bg- 
600930 32d D3339-3305o8o30b s655«0695»e»36 b34506- 
do derbobeogedab wobofdgdob ൪൪൬. ,bofoHagg~mob, 05335, 
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ര്‍റ 9360-9600 0o»30b353699»» ൭൭൦൬൫0൦൬൭൨ రై 
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൬168൦0 bofoHogqwodo bo3dom@ awn dabdod930 gobbo- 
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ods qo 960൩00 ൦6൪൬൭൪൪റ wodo~ma ൬൯൧൦. ,ddodg 
bco059»-3305c803760 0൬0൦0൯൪0 ന്ന), 6» od» 70൬, 
0൯1൦0൬൪൦ ദു൬റ൬റ0॥, 0൩൦൪0൬൩ 333093b0 3060953930, bow@og 
d9de»93b woboddgdob“ (Papava, 2020). 9950൦0൨1൭൬, ja9go- 
1111111111: 
90൮0൪൨, ൭൯0൮൬0 34౧mg Ieongge j3996ob 330- 
0൯0001 [൪09500 bog: 690006൬൪, 96൭൮നനര്‍ം, bo- 
gmb 9൭൭൦൪൮ന൪൦, 33603», 0൭൪൪൪0൯ ലൂ, $6»6b- 
deo, gobommgdo, 3060330, 0൦൬00൦00 100൭0൨൪൦ qo 
bbgo. domagam ൪൦0901 0009600000 89955333300, bogoh- 
30൬൯00 ൬൦॥൦)66)൬ന൦ം 8౧0౧88 32.096-o» hbohoymn ൭൭00) 
൭0൮001 ൦00൮00൦6 ൦060൦0൩൪൪0. 

ദനർനര്‍റുറം ൭൭൦൬൫00൦൬6 [06൪൫൪൨ qo»bad893s oH 
8൦6൫ 9൦0൦9൬൯0, o60d9e@ 6॥നദ്മൂനനറന॥ Hodggebo J33963- 
dob 6గ్రధ్ర్రంల్ష్రథం 365«5q»99»(»». ,,dodab b5366»8o obo mh- 
goba8ogoob (dbm) 90650999300, dboge»oo980 qob»189563e»0» 
61.2% @ozogdoH_dqeo0 3305«8o3ob 56590689536 b346- 
Gob" (ILO, 2018). ൦00050൭൬, mA AZo.~@ ho 10൦0൨14൫0൦ 
ogbe606938»b 390000 യം bdo oq o6 MIMI @s ంథుంర్భిణగు]ం- 
൬൭൪ ൭1൭606൭൦൦0 q»353d065353e»o Iebsgqdgdob 903o33- 
dab. ౧౧ ൬൭൫൯൮൪൨൦ Ieagempboe 35boboq 39d» Od 0030»95o», 
hod 33060803360 g»b300»633ob» po oboma bodydom ogo- 
wadob daJdbob Igbododoboe opdeoghgHqdm@o - നാറ്റം 
8౧0౧ bo Ae നറ്റദരന്രദ്രുറം. 073905, ൮൦0036൬ omfg jwgddo 
13౧00౧3360 gobgrmo& dab ൦൫൦0൭൧൦0൦൬ (09080൦, boboy- 
65e». gooJdbyddo, ൮൪൪൦6റ൪൭റററ% domamdo bgd, dabo- 
bengedab 6൦0030, മറ്റും 3900൪൨൮1൪൦, bowogodab dobdho- 
dg0do ఇం Logo deogengbgddo 3996 Jaqy.bodo s65969»e»360 
wobofdgdob Joymmebgemn wd 33635393669 8595600933» 
godenhgns. മുറനറ)0റ)൬റ ദു od Jbndgbgmmgobn gzmbodo- 
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06൫൯൫൨ 88080౧2000 ఏథ౧8౧6౦ల్ల్ర్యథ౧ po 06൬൭0൬൯൦00 3305o- 
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905330963396 ౧8 3o» do36 q»d«330099e»»q ൦0 fhm 
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൦൦60൭൪60; 

* (൦൦00൨ 0൦006൪൨൦ deodydog9 900൮൪൨, @o3039- 
ന്നറ od bofeobenabs po 0൯01൦0൪൨ Hoodergdom, ൭ന൪൬൭- 
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(൮൫൪൫0൨, ൪൭൦൪00൦൬0൨ 0൦൦൫0൯൬൩ | 3009336»603990b 
(6000, mgobob ൬000൦0) 093690, qeomdo~nyh ob »6»mo6- 


BoGom 1. 9069393650 Ed ൭6൭9൭00൦60 ൬൧൭60001 d5babos0350»350 ə 9500 0»305353635350 


రణగురింయ్రైగుం రిరుంరింం౧ 
60൭0൦൭൬൨ Bobsbosorgdemqd0 ങി 


ంగుం్భయంగురింల్రగుం 96൭൪9൨൧൨ 
yOoongmomdgdo 


Lo8smoengdM0g30 Loogydgemgdo 


VOmogHarmdgdo 3൭൨൫൨൮ ,6mbICG_dcomdobs 


$93o&bo(5g9096»o 35690295», Igoobbdgqdo 


Agbossdobow 
doonor 19൭൫൨൭൪൭ bodyoemgdq089 
wobod8gdob 8౧606౧ b9eog»bob, Aqdesbogenab 80൮൮൪൦ Sedge 0 
ണവ రెంథణర్యిరిం రేరయణరింయ౧ 30൫൭൫0൭൦ gobbo8o3@ eno 9éc9ob SoMedgdob gobybodmogMqeomdob 
త్రగరిగుంరీ9యుం 306൧൪൮൪൨ 8൦൬൧൧ Gob 30 
൮൭0 ogg DOE മ്മള്‌ 
LZ L 253090099003» 
രന s68BqoyMHqdo E E നന മ ലി 


8260039500 


858385 3ob ൦6095൭9൪0 യരു 


900൪൦80൦ 6൦6൪ നനര്‍റണ 
ദുാരഠ6൫റ൭൪൮നാറ yRemgdgdob egz 


99090661 pogl oder zocogdgeogds 
(958554895e»ob 3ందణ్య6గ్రయ 0300333383 


96൭0൫൨൧൨ Z9emegdyemgdgdob 
Agl&yermgdo 


Brborogobyo3emgd09cog 


൭൭ നാഗ്നദ്റനുറം b569t095oo 


൪൭൭ നദ്ൃനദ്ദറന്നറം നദ്ദ 
829099c50500 


GbGoeo 83039b0e»0o 40൯൭0൨൧൧ 4096. 


126 


00000020500 Cd 6096000 1812, 2021 


6൦൬6 ൦൦൫൪0൯0൨ 90390533 0൭൭൪ po 0300q»b»10953e»3- 
db, ൪൩൪൬൪൫ ൭0൭൫0൪൪0 നീറുന്ന 55330560 1൭8൯൬൪൦൩ 
Imbdoogdobsogab wognobon 980558936630933930b ൪൭൪൭൦ 
(KILM 8..., 2020). 

൬16001 050൦൦1, »30b33:3633330b, 95580553 330b o 
9bee»oob bbgopobbgo (30൮500 s6b353e»o ൫96൭൭0൫റ൪റ- 
൬0 ede dob», »6»smo6d»e»360 obofdgdob zobo- 
3030309 dgadmgdo gobgobmhgagmmo 939qgao 00൨0൨൦൭0൬൨ 
000080 8ob3r300»(: ൬൭49900 080౧600౧03 po bofdooberdob 
bobgmdgdob dobg@gam (335«»09090360 po »62»335c»090693- 
6റ ൦019൦൩50); ൬6001 ൫൦0൫00 8౧౦౧౮౫౧౦); తరుంర్భంర- 
നറ bofdosbedob ദൂ900നര്‍്രൂററുനറ്റര്‍റം യം Igderbogegdob 
60൬801 dgnme@gdob 8౧౦0౮౧౪ ( T sartsidze, 2004). 

൭൫൭൬00൦൬0൨ qobojd95ob obabs ws ൨൪ദേറ4റ)36)൪റ)- 
dob poh sbo~mBaboogob InssbdIghoboaenns, 16൦050) 
9030൬6൩൦ go695e»360 qe rHogQmHdo~m ho ൬0090400 
0660 യ gobdobbgog9dg9mo 6005330. door നറ 36obgo- 
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dob, ൭൫൦0൮൬ qoobojd9g3ob 00൫൨൦൦൬0 008001 0000൬90൦ (ob. 
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80అళ్ళల్లుంణ0 b3oo 00൫൨൦൦൬൨ 6൭0൯൩00൬൦0, ൭൭൦൭൬൫0൦- 
൬൪ 0060൬൫0൨ ൬൦॥൦)60)ന്ന൦ം Pamano (89.8%) നറയുറെര്‍[ 
తర్భిరుగ్భం. 8n0-HyboHo mggobob 6330cbb» wo ൭0൭4൬ 139469%- 
do o@badbyen dohggbgdgeo 2൨൦60 ൧൪൭0൭൪൭0൨൦ wo Igbodo- 
dobog 68.2% po 68.6%-b Igo@agbb. 1൦006൦ po గీఠల్టంల్లుల్యలు 
൭0060൨൮൦00 40.0%-b. g36mdobo po ൫൭0൪൪൬൬൪ »90sdo zo 
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390do (63.096), 30063 Jowgddo (58.1%). bym 88అళల్రుంణథిం 
sHoogobHdoeny& 53406980 90930533 900൪0൬൦0 (2.0 damo- 
൭6൫൬൨, Eobofdgdz~@mod bogham Hommgbmdnb 61.2%) ൦൬൦൦ 
hogbmgbmdo woobmmgdna 740.0 dammboo, 6» boghom 
Homogbmdob 37.0%-b 90൦൬9000 (ILO, 2018). yggmoðg 
dbodgbjwmgobn ర్యంగ్రథ్రిణరం, Hoy Bogqgbob 0൬01 oHoqmedo- 
య ൭1൭60601 Embgbs യം 9556589385, goboo~gdab pmb. 
390dM@, Hg domam goboomgdnb 0൭60൨100, door podomao 
sHoogobHdoemybo ൬1390൪01 ൬൦൪൭. Jobo dobdgodgdo «6296 
dopo bobmgme adab pobobmgdgddn, 300653 Jo~modab 
Imbobmgmdodo. 6» Iggbgd0 Mg:00 bogmab 093൪690൪൭, 
030 0609MHdo~@7| G0 ൬10001 damama Pamano godenHby30 
(90.0%-89 8360) (ILO, 2018). gobgamohqd0@ 333963580 »6»- 
qj6585q360 4060൬൫൨0 Hammon 96040൮൬നനദുംbറം 9൦൬൬൨൦00 
൦0൦0൮൬ യ്യു60 Pohdmgdoda, ngao 50-൬0 35%-doy 
996599«9b, of Mogdemghowns (൪൬൦0൦൬ ൬൦൧൦64൬൦ 1/3- 
ob 1/2-0യ) (ob. (౦6€౧ల్లుం-3). 
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(6980086059305, 0056538905, 0030൬03670030 Cd 9306565360 


൫0൫൭൬൨ 2. ൭൪൦൬൪ ൪6൦൬ു൭൨ ൬19000൨1 goby 
8൭൬0൦6൭൬ obofdgdq~ma 9൯1൦0൬൬൪00 GHagbmgbodo- 
boob dndohogdsdo Ibogmamb 6౧6౧౦౨౮౧ 6൫0൯൪൪൨൪ 
8౧006306 


N 80౧ర్భత్తుంణ6 Hggombob രാദ്റഠര്‍ദംനുര്‍ം 
cwobsbgengdo woba8gdo (%) 

1 | 203603 85.8% 

2 o800-Bybo%o c03926ob 68.294 
മററ 

3 తరుంత్రం్రుం 93096240 68.6% 

4 bo8bMgoo0 യാ గీరం్రంల్తుల్యం 40.0% 
98965035 

5 93603൦ യാ ദ06൭൫൭ജ)൭൦ 25.1% 
2005 
ധം9്റോനനയ ILoro3emomdo 61.2% 


൫06൧൬ Iqeggboeoo hPL dog. pgo: Women and 
men in the informal economy (2018): A statistical picture. Third 
edition. Report. International Labour Office, Geneva. Copyright 
international Labour Organization. First published 2018 
Web PDF: 9789221315810/ISBN]. https://www.ilo.org/global/ 
publications/ books/W CMS | 62683l/lang-—en/index.htm. 


dog. Jogom, 1) ൫0൫൨൫0൨0 bobgemdhageo o9- 
9൦0൫000004 0900020760 905509383300, a ogg daqnó 
0൫൪൫൪൨ q»b»jdg53e»o» 4.5 damambo ൭൬000൦00 (Wobodg- 
dyma Jeobobegedob 20.0%), gomz gym 33073305 930333500 
sobodbyenn d»5396333e»o 40.0%-റം, bmo 336»obob 3306o- 
0റുറ badobob(ycb dc 550399300 - 16.0%-20.0%-b 90൦൬00 
(Informal, 2020). 

2౧6౧6 ൭6൦൬00൦൬൭൨ ൬0൪0൮ 6൦060480 6353- 
ob q33:96»(0sdog. 900൭൪൭0൬൪1 »7906063«-3»bbaq»- 
6063360 jb9e»ob (FinExpertiza) s65e»oo3360 ൨൦00൦0൨൪ 
30653390౧0, 63b53oob ൫൯൬0൨൪ 3585685 »65mo680»o»36 
(0൫൯൫൪൨ ൬090൮൬൦൦ hompjbmdo 2020 ന്റ ogbobob 
«3005690300 13.57 deb. 3930 ayo, Hog qobsj8993eo»» 
9൮60൦൬ Hom@gbmdab 19.4%-b Igo~@aqbb. 

gH obo~wnbdob Jgo_Z0e Eg06E9d0, 9൦0൫0 0399053, 
ZmOmbognGqbab goggqemgdob ൬൭40൪൦0൬) യ, Jgbododoboe, 
930360 bo(090»36-33050903360 9396939399ob Jgdeomgdod- 
യ), 0304950500 ൭൪൭0൩൪00൦൦ 1006൬൫൪൨ @obofdgdqemor0 
൫൭൬൬0൯൪൦ 925.0 əba 35900 8960 ayo, hop ൬൭॥റ൮)൬൦ം 
൦൮60൦൩ ൭൦൬൬0൯൩൪0൦ 20.3%-b ൦൬0൬ (Research..., 
2020). 

bb3» j3996990bsgab g»bbb5535300, bom »6»- 
q65doq»360 ൬൭൦൦6400 801൦00 c«0(0sc»760 obgo69»(0» 
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8965856 65606088 | 650)9€?5 ൩൦000000 


08089 1. 


5905 6962650 
e 39»6ob 


965589o»ob 


6600త్తుతిరంర్భణ 
659goc»bo 


b58b659o»o യാ 936൨3൦ യാ 


&6യറയററ്റഠ 096662c»360 
989650 a» oboo 


Lodysenmco 
ALoocmomdo 


2017 ఫల్లుంల్రంకి gofbomo9d0. 2018 ə 2020 gmb 0൫൦൫01൫0൭0 
00350 900൦0൮6൨൮0 dog 0൭6൭6൭ dbodgbgemmg3obo body- 
dogo bodadom do~@ob om@agbgab Ignmoemmmgnnb bég- 
goqaba ൬൦ ൭0 ൭൫൩൪൨ 96൨0൨1 ൮060൦൦0൩൭1 mMHgobo- 
9ogoob oboo bhoboompgdab ൭69൪൭൫30 600൦0൦൬൪൨൦. 
9050൭0൨1൦൬, Oobofdgdob ൬060൦0൯൪൨0 )൬൦1)൪0 8౧60౧౦), 
ദുരം oboma ൬0090000൧൨  obgo69»gos: bod-4d930- 
60 ൦൭൭൮൪൨ Igbob9d, bodydomdy q»3»3997e»o 3o9000330b 
8౧౦0౮౩౧౦ യനം dgbobgð, గంగయా obo4dg- 
dob 90008 (ob. గ్ర౦థంల్తుం 4). 

sobodbyeno dohggbgdmado 0൫൭൬ Iqgbododabeododos ə- 
boddgoob (൭൮00൦൦0൨൫൮ bobo àenobogoge(yo ob 


(Tsartsidze, 2019). 6cgco6( గ్రంథంల్తుం0 0൩0606080൬ 0൦00, 
96൦॥൦॥നലനഈന-90060റഈ 5996odo ൦6൮00൦൬൭൦൬ ర 
baj899e»o» Pama 2018 Pgb ja3gbob 60510൫080൦) 36.2%-b 
909൬00൭൦, 6» 2.376-00 900൦000൦ Habs Prob Joby qbgdgeb. 
൭൬0000൬൬ 6൮600൯൬൨1൪ ago 86൬൨1 490990400൭ boboso- 
൬൮൪൦ ధలు bogeob, 51030) గ్రల్తుంగ్రం0 30530300. 9600൬, 
03 jeg»edob ൬൦0൦0൬4000 ൦൪൭൮൩൪0൪൬6 1406൬൫൪0 gə- 
bofdgdqmos Gown 33.2%-psb 34.6%-d9y, oby 1.4%-0൭ 
൫08൦0൬, bagal dabj@300 omodb yen dahgqbgdeab 86൬൧0 
3093 ൮൬൪൬ 8960 - 4.2% Dgo~@gnbs. 2019 Pgb a56bb353357- 
നറ ൮6൭൦൦. 396d«q, »s6»qo68»q»36 [6൪൫൪൨ oəbəJdg- 
dymo Pama Fabs [0൬൦൭0 90൬൭0൪൨൦ 1.5%-റ൭ 80606൬൭൭, 


൫06൨൬റ-3. ൭6൭9൭൪00൦൬ Eaboddgdo ə Jobo Pama 9൬റ0 bodsd4~me 00൬൬൮൪0൨ Ibmgmamb ദുഠന്നുറ്റൂയറ 


309600 80006300 
obs bano GDP-do (%) obo Bono GDP-do (%) 

989658501560 59,3 gb hSoemoo 14,0 
dgemmOybo 19,1 ogb Moo 9,0 

02൫൨0൮൧൨ 18,5 dgemgoo 22,5 
yo8obgoro 34,2 ൭൦00൦ 18,3 
30 34,8 3069020 18,9 
09093 25,2 0030639000 14,9 
Amem~oergo 37,7 8968560» 14,9 
ഒററ 41,0 യറയറ ൪൭0൫൭6൭൨ 14,0 
6൫0൧൦ 47,3 b58966d69o»o 29,0 
99c28269o»o 32,7 ൨൫൦൬0൦ 27,3 
26269200 28,4 ౧౮౦౩౧6౧౩ 11,1 
smemmbgoro 13,9 33990» 19,9 
65580530»o 18,3 33909560» 8,1 

benergo 3990 10,2 odd 8,9 


pgoGe: ILO. www.ilo.org/wemsp2/. 
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൫06൨൬൨ 4. ൭൫൭9൭൪ഠ൦൬൬൭൦൬ obj mons Fogo 
൭6൭॥൦0൩൯൬൪-1൦9)66ഈ 5936ob ൬॥൦0690ഈ0)060 bə- 
j56033e»o4do 2017-2019 fm 


H9QMMIoemyMHo ൭൦804൦ 
Qoob5b9c95» (366099669939) 

2017 2018 2019 
0൬൨ 29.296 29.8% 29.2% 
Jado zogo 37.9% 41.5% 39.3% 
Jego 33.2% 34.6% 33.8% 
ന്മ 35.8% 40.0% 36.8% 
రాయు 33.9% 36.2% 34.7% 


00൪൨: bopoaggercals (0000440൨00 g60353e»0 bodbob760. 


doo Imbob (൪൬൦00 0.876-o0, bumm 0అళ్యలులీం 3.226-o0. 
രരരയ്ഠന0ര്‍൦ന൬൦റ 94൭൬൭0൦ ൬॥)66)൬റ 6൦0൭9൦0800 Pomo 
(39,3%, 2019 Pgb), 10.196-o0 900൦000൦ (൭൬൪൪ Howl 
(29.2%). smbsbodbs300, ൫൨൯0 g3mbeodoznb యం 
[0600൨ 2960 90980Q330»0» (ob 37960 6൬ 90൮6൪0 
bodydoob 6൯൦0൪൪) dodogogqdabomgob po ൪൩൬ 39660090 
യ॥:90റ)ന൦ം ൫൦൦൬൬0൯൪൨൪ 8Heob ൫00൬000൦ baboso9- 
తం. qoobagbob ൦00൦ 30 ൬൮0൬൭ o03»b, ൭൯0 ൦൪൭൩൪0൦൬0൦ 
q95b5893»8 bofohoggeodo bo3dom@ (0౧౮౧ dobddodgdo dg- 
౧౮౧6. 90006, 0൫൬൪60൨9൭൬ »6590695c»360 106൪൭൨ 
൫12൬ 96൬001 ൪൦80൨ Ode y30@gdg~0 53383660, 6083- 
mag 060056390356 gogmgbob abi 36b debabe»3o30b Qə- 
boJdgdob 0൭10൨൭൦൫), dob 05536533383, 96൨൪൫0൦൨ gbo363- 
dob ba obb85, &bc36 350b embgbs po Ingnsbse@ j339bob 
b(059»36-3305090336 93956 303583. 
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൭൫൭9൭൪0൦൬ു൭൨0 5553835593 9൨60൬0 
൭൦0൫൪൭൪0 0ంగ్రంంల్యల్లులరిం 


൭6൦൩00൦൬൪൦ obofdgdob, നമൃനദ്റു 08൦൭൬ bogo- 
61-3033 dmgmgbob, 000൧൪0൯൫0൯ ൬69൪9 
3960533065353e»o 936500933» 943932 1990-౧00౧ [0൬റ൪0൬൭0. 
൫0൯൪റ൬റ 9004൪൦൪0൪ godom, 6ష్యర్యాల్లుం 6060൬൨ b5jo60393- 
qnobao3ob 3555533063900 hormo ayo qo »d പംുര്‍ദ്ദു- 
൬0൦ dmgmgbodog 94901106൭൬ ౧౧0౧6౦ ౧. (൫05൬0൦, 09g e6- 
6൦൬൬6൦ Oobo4dqd0d j560033e»o 930»33396995ob q36»00933»G 
dondgns. Jogomoa@, s6»qo6d»e»360 obofdgdab 86൬൨൪ 
రెల్ఫ్భుంగు 00൪8൭൬ 36g9bo6o ൬. dogeod9 donbbyg@o body- 
doo seEgo~mgdob jjdohobmdob po oebodbsg@o, Hod „oboma 
bodydom oegngngdab 60009൯൪൦ ദൂ903റ൦൦0൪൭൬ 333963990 
06040൦ ൭൭൦൭൭൫0൦൬6 06൬൫൪൨. od 36og9bb bao 833- 
go gy 68s 36 (0൫൪൫൪൨ obomo bodydom sego~mgoab 9o63- 
dob @odegrds ൬൯0൦ (Dzneladze, 2000). »65»qo6»q»360 
൬168 00330൪൨1, 600901 (9o 0൦08) dod geo goJo- 
ര്‍റ zgmggobob ൬൯൫൯൫൨ 6. ~mogododg ൪3൭൦൪ dowdy 
൦൨0൫6൩ ൬0൦, Hod „gomg 390000 gobbb3039- 
SJE 3305c8o30b ൭൭൪൬൪0൦൬ 06൯൭൨ Ws ooqQeedo- 
൬൮൪ bofdoobedsdo 9൯0൦)റന്ന)ന൪റ॥ 0൯600. ൬൧൮൦606൬൦൦ 
bfomabongab ombodbymo 1460൦0൯0൪൦ boobgde bsbbó33ob 
903c395ob bodyomgdvo, bHo~mabongab-osdmyz0@7d3~mmdnb 
godeogm@gbabs po dejdboc»o Jhodab ൭00൨൧ dydomdab 9)- 
bంరేయగరియిణరిం, ദരരനൂറ്റൃത dg9o53339do Lome ho 839ob»3- 
mgdab റനന്നറ 3900 00൬൪൨1 bodzowgdo (Latsabidze, 1999). 
J.HHMR, bofohoggmeoda g3mbedozob oHogemdowa’ 
0൫൪൫൪൨ wobofdgdab 86൬൬൪1 dbndgbgmmgbog 3»6»3o6o- 
൪01 Jaggbob 0൯1൦0൬൬൪൨1 330936o930b dogomn ൬൭൯0) po 
9abd(9358o. ,1990-o»60 Hegdab 95305o903360 geomogbob 


ంగుం్భ్భణగురింయ్రుగుంం ൭12806൮൬൧൦ Boom SModbabeo3emer-b3897HbgM bo3965c»b co355 899309380 
రంగ్చేంగుయ్యా్రాలుణరేం 2017-2019 6043൦ (360213969290) 
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9000൬ beje6o39eodo 6930൦0൪൬ 60൫റ0൬൦ 0൦0610൦൩ 
sEZnMdab ൭൦൦൬൬൮0൯൩൪ നഃ ൮൪൬96൪൬൪൭6 dabo36030 bobos- 
മറ 600൬൩. ൪൯൬ 10 fwd 33060903360 గ్రంర్యంయుంర్యు- 
dob 006൨൦൬ dohggbgdengoab 8533060 36൬0 doybawogog, 
0990300760 9൯0൦06000൦, 39399369» 4304950500 396- 
90960൮൬൭9 0965095oo»^ (Resolution N199, 2013). dob gob- 
653090౧0 93037 000౧00౧ 600൬00൭6) ൮600൯൬0൨ ററനന po 
baaodbo8 gogmgbob 00൬061 debabeo9o93ob bo36395ob ൬൯0൨0 
ദദുൃറനം 9൦6൭0൫6൪), നാനറം 3939936o93ob» po bopaóo3ob 
൬൬൪൭ ൬൦ 6൭10694080, 9045൫൦00൪൬ podomao (jbo3699ob obg. 

న. 
ദന 534506980 Oobofdgdab 0514600080 Hoo 35653069» 
639s 80౧ల్యిర్యల్తుల్య 68 qjóo633dsg, €൩൭റ൬൦ാദ്ു൦0 ൬൮0൬ 
ognbodbool: 

* pobojdgdob baghodo ൭൪ ൦൭൨൮൪ 3963633e9og0c»o 
bco059»360 bodohamos-beodab 36ob(o3ob ggo, bodydoorb 
9adog3ge»ox»ogob q»b54893ob ൦൪0൭൪൭൭൨ Igbod~gdwmdgoo, 
96൭൧0൨൦൨ 39«»933990b ൦൦0൪൪൦൫൨ 63»q»o8»(0» o bb35; 

* odomna dmbabmgmdnb bge»doba[ rodeo» déodob 
6൦86൨1 bbgogobbgo bobab b36550bba co» ൭൯0൨0088); 

* ggmberdnz 760 3»5300»693ob ൭൫൮൦൦൦0൬ (539395ob 
8990 6൫00൬൮൪൦ 9ന൦0നറ്റ0൪ ൭0:19 donot, Igbododoboe d9603- 
CIE ൬1801 Jgbodengdemdqd0 wo Jaba 35655334650399o; 

e 29% 30093 qe3eq»os dhoggboymn goboomgdob 
൨10061 356300»693ob ൬൯0) യ 0൦06൨100, nga 0൫൮൬൭൬ oH 
sob ൩൪0൫0൫ ൭൬റ 96൨00൮ do860b 6൯൦0൯000). of 
6൭൪൯൩൪ Hlopmgbn po 360996070 905൦൬൪01 3506330b 
Imddo~ogoo-go@oddoe@goob 8093309900 ൨1006 

* ghadam 06 Hbgdmdb 39999356» bogo- 
൬൮൪റ «30b o q»993930b 6000൦00800, 336 0ന൪്ുറു)നയു൪ം 
8൦൦൨ డ్రంగుంరిరింగగరం 0080൩൪00 bobgwdfage 660൩൭൭൦0൨൪ 
bogydagwðg; 

* dbodgbgmmgobn 36൯൪൬6൮80൭ 9൫൯൬0൨ 55589»363- 
dob అధంb౧tognnb bg36odo, 0060൦0 300933 ൮൬൭൦ »607- 
gdb déocodob mHgobodagoab, 60979063930» wo 0൫033000 
podom ൬൯൧; 

*  gob3900»69389e»0» déxodob ൪൪൭0 ౧౦్భ(€౮గ్రిర్యూథ- 
ధం qoo daba 6൦0൧90 6൦0൪00 baobgyo 6950 01006; 

*  dbodgbgmogobo 365939350» bog05q»36-96o09000 
6൭0൬൫൧൪൪൪1 da630b» wo 633:069930ob 5:96:80, 6o- 
99e»og 3353906993» bagsbob9q33e»o-bo69»óoge»o 00801 
go6gomoQdobo3, ഠ6ൾര്‍വൃനറ 9609000 zobmbIEgd@mds 236 
30093 LH\q~mo@ »6 »6ob Aqbododabmdedo bagéóo»doobo 
൫00൬26൫൦൦0 

* ൪ ൭൭൨൮൪ 85938»53393«»0 Oobofdgoeymos 66൩0൨൪ 
900൨൯൪൮൪൨1 aobyoomab bhHmymgomn 600060080൨ wo bbgo. 

(000൦0൬0൪൦0 1൫൦00൭00 డ్రింం౦ంయ౧రిగిరాయిం doboengdo യ 
6൯൦86൪50, ദുരൂദൂറ്റൂനറ Oobggbgdab 3533039ob» യം gzv- 
800൬0801 Hodeyowondgoob bodyomgdob 335dc» 33b: 

1. bojo039e»odo g3mbodo3zab 562«0695e»36 1060൪൨ 
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൬1308൦ Jgadwogdo gobgabammo HmgmhH3 S6odob 558605 
(9500533009990 53399660, ൫൯൭നറ്റു 9600363e»03»b 3»30»3- 
bab 0൬008 dawooboe@ ൮3ന൪ന൪റ3൬൪൭൬ ൭4൭0൪൮൪൨ derbobeogedab 
qpobadd9g3ob bsboso 89, dob 355805583383, 960൯0൨൦൨ bo363- 
dob 0൦0൨18), gbmghgdob eEmbgbs po Jgqybob bog05e»36- 
936ed0396 9൬൪0൦൭൯൪൦൪). 

2. ൭൫൦൬൫0൦൬൭൨ wabofdgdob joHyoqnno 930339390 
8930» ob 00൬01 6x6 ydyomme wWobo4dqdy~gd8q, ob939 
030001 93 bedozo89 6»: 

൦ తరుంర్భణరరింల్ర్ర డం ൭00൭0൯൪൦ bohm bobgen- 
Hage gmbHoomoabs wo 633:3«069390b 326383; 

* wobofdgdjemgddg ൭൭ 36039939» ൫൭0൨൭൮൭0, 
8൨08൦൬൪൨1൭ qo» go@odds@qd0b 360659930, ൫൯0൬൨1 dodo- 
bos 90395330» 3éc«3bogeo 96s wd 33»e0903sg00b 
తరింర్షుల్లులి Hob gody ൭൬൪00൭0൨ 3»3ofjognob gob3gnao dob 
(00969 യ 0൦0൫൨100 65335 Wosdowo; 

*  Qobojd33:e»9983 06 360919939» bo(0»e360 q»930b 
800൦000൪; 

e తరు ൭6൬൪ (q»b5j8933e»o» 96൨0൮ 906൨൪൪൨൪ 
നന്ന 800൦00800; 

* 0960൨0൨1 »558953635ob 00൬0൬) Boog boo gobo- 
b58936599» 853o65b0693036»0 90൦൦000൪0൦ wo ൦൪ ൦൪൩൭ 8౧0౧ 
800800 8060൦000൪0; 

* రైతింయ్షుప్రైల్తుంంగ్రం్రథ bodydomdd9 ൬൦00൦ bdo- 
hog ടട రిథణల్య0గ్యాల్లుం yboh-hgjggdobo po jgomngn3ognnb 
wo gqoogdob; 

* eobofdgdob 565b6580c»760 po ohawggo@jwo boba- 
500 ൭70999 bodydon domo 006౧000; 
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Abstract. The findings presented in this article are to some extent continuation of the previous studies done by Georgian 
authors on the economy of Georgia using CGE models. The main instrument used in our research is based on a standard model 
tailored by Hosoe (Hosoe, 2004) to specifics of open small economy and is its modification of a certain kind. Two types of factors 
of production are used in this model to produce goods and services: labour and capital. The model also includes four types of 
commodities and production activities: agriculture, industry, construction and services. Under the necessary assumptions and 
restrictions, our model is a system composed of 99 equations and as many of endogenous variables. 36 of these equations 
correspond to the peculiarities of domestic production; 13 of them describe the government behavior; 4 characterize the 
investment demand function; The other 46 equations represent the behavioral characteristics of government, households, and 
the external sector. 

The social accounting matrix corresponding to the state of the economy of Georgia in 2019 is specially constructed for our 
research. To build it, we used the information contained in the Geostat Supply and Use tables (SUT), separate aggregates of 
national accounts, balance of payments, consolidated budget, and labor force survey data. 

Parameters of CGE model are calibrated based on the social accounting matrix. For this purpose, 2019 is considered as 
a base year and it is assumed that at that time economy of Georgia was in equilibrium. To define units of measurement for 
commodities and factors of production we set all prices of initial equilibrium to be equal to 1. 

Using our estimated model we arrange three different scenarios for the Georgian economy to find out what could have 
happened after implementing certain economic policies under ceteris paribus. 

According to the first scenario, the initial equilibrium of the economy is determined as of 2019 and the rate of indirect taxes 
is reduced by 10%. In the second scenario, we assume that the Georgian lari, has depreciated by 15% against the US dollar under 
ceteris paribus and we examine the expected results of the event. Lastly, in the third scenario, we assume under ceteris paribus 
that export increases by 20% and determine the aftereffects of export incentives. 


KEYWORDS: COMPUTABLE GENERAL EQUILIBRIUM MODEL, SOCIAL ACCOUNTING MATRIX, CALIBRATION METHOD, 
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0)ന0൦10൬൫൯൪॥ Boho dobowgdn opdeohbws ര്‍നന്തന 6599936083 
ongga Pab gobdog~mmdodo bbaogobbgo fggybobogob 3997- 
353963e»o CGE doe gengdab MOYO b633636ob obog9- 
తంగ. od ൫000 900930»99ob 39653e»9bo93ob b65633636»90 
తిగ్రంల్తుగతల్తుల్ల ൭60൯൭൬ു൮0റ൬റാ pobsbpo$o35do dynga combo 
(5o3ob 93050803360 990000: 900൭060റ൪൪)0൨, 0304900000 
BPAgomboHqd0@0 «068330 (8556903309330), bobgwmdfoge, 
3069 1൦0900൯൩. nm ob939 gomgomoabhobydywoo 
smbodbyen ൭9000001 90൭0൯ 7൭൭൦൪൭6൬൭൪൨൯ (08, 6o83- 
നൂറ്റ) 69509039» bofobeoob, IOcdab po gabobbyhn d0869- 
dob 660൯൨൦. ombadb yen [10011 mobobdo@, 06൦൨ ൪00000൬0 
godba bojogn ൪൭86൭൨ bodjompdo oygomgdmop ൮0൬ 
നട്ടി 0003 896൫൭൭5 (൭800608൦൦0) യ്യാ 9b bagéox Pobo- 
bHodmdab dawhggob gobodnmdgdb. 356600339930, 609o»3- 
dag obgo Jeae~gengddo drobeababs po Infoegdab pobabpo- 
ob a5bb580365395, 9൬൮൦6൪ 33060903360 ൭00000൨1 
06:003097se»360 [00300 mddodndogoob: «069990 ൪0൬00 
9083930b 0൦0000൪0൦0, ImodbdoHgdegon - ॥൦൫൭൪൬൨൦0൯൪॥ 
8000080൦. 

gobbobamggm 96൯൪൬൮0൦൦0 നരദുദദ്ദോര്‍റര്‍റുര്‍ുനറ q063- 
൭൦൫൮൭൨ obowodo 330h3969db, ൪6nd CGE deowgengdab 6033 
൫00, 306339900 9090903»909900, రాగల 3290099639» 
gH a5bg00»6333«»0, 61030 356300»6995»«o Jgqybgdab 
936edo 3960 domapa3ab bbgo@abbgo ൫00060൨1 dobowmme- 
byw 80080000 Aqbogobgdqmo@ wo goboobomndgdqoe. 
od dbéng 306 3399m0 Ig@gw@mdgdn odbgdmdb boJoHog9- 
Mob g3mbemdozobab 000൦6൦൮൪൨൦. 396deq, boJomo39- 
mob ggeberdogzob g3mzogdnhor0b bagadóo seomndogab 
Aoboobo~mndgd@o@ o 3o36093ob EnndghomnBozoab 3833063- 
dob Aqbogobgdmoe 25909353530» agbo q3630obob, യ 39e»ob» 
യം mdobbobob (Dervis et al., 1982) 8౧6 gobgamomdy~0 
ImeEgw@oab gonga, గల్ల 3»99636ob bs96oo Pobo- 
bHododab doegwab babgenoo»» domo (Melitauri, 2021). 
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(6980086059305, (056538905, 0030൬03670030 Cd 9300001000) 


sobobodbogn0, hod bofohaggmob Hgommbobmgob CGE 
ImeEgw@oab godeygbgdab 360-360 dnH39m0 geo 9099397- 
goo ൬. ൬൭൪000 PHD 0൦06൨00൨ (Labadze, 2015). 53m 
2011 (റ bog0se»360 »so6ogbgob 0566൨൮0൪ 0൮06680൦ 
oggy CGE deowgmdg hom badymogagdnoon gə- 
നറൂദ്ദതറം bajaÓo39e»ob ॥നന്മന്നറ്ധ 6060൯൪൨0 53450690 
aobbsbo6009e953e»o  0533b0050330b dobommebgwo ദുദ്ദേ- 
൬൮0൦ 6൦൬0൦ 35908399589, 393993369589, 0099൨6൫൦ യം 
03൬൭൫൪൭. CGE 6൯൩൬൬൪ godemggbgdob 30093 960 dogo- 
maob [൦60൯൩൭൮൬00 om. 96589dodob 33793 (Ergeshidze, 
2017). ൭0൮0൦൬ 33c»930b ఉ్రథ్రిణథ8ం 2013 Pmb boyoow 9% 
sMHgbgob 0൦൫60൪ 90655399900 ogqdy@ CGE drop) 
qogéóqbo3oo Jgabhogw@o bofohagq~mmb 36o0363«0 gowy- 
Hab gogga 3൬൭0൪ Igbod~e 3575363300 3590393e»o 
05300 0൦1900൪൩൪0 debagoogb93e»0o 5300035330, ൪ന൫൦- 
6300 bagao39e»ob 15 do6oo»qo 10006൯0൨ 0൭൬൨൦0 gə- 
9336936, daoo 90096൭0൨10 »3603306353e»o 360074659505 
gobgdo, 707൮936൬൪൨൯ യന, bogox6~ ൪൪൬൦00. 


baja60393e»ob 3305803050306 35909363330»0 
CGE dmegmabl $3500 »9360c»03» 


90093930» 0൫൦00൦00 fohdowajbomo 902000 826339- 
Jw 800൯൦ oobodbyeno ౧౦ 330300 89865d3e939»o, Qmd- 


9303 bejoo39e»ob 3306o9030bo30b 3»bbo6003eo» 
CGE dmmgegdob 35909963900. 83960 33e»330b do6oo»qo 
001൫660000 39:093» 3«bo9b (Hosoe, 2004; Hosoe et al., 
2010) dagé 84063 moo g3mbedogzab 0»30533:6333383 Iomag- 
త్రిల్లు bhoboosmpyw deowgenb (Qo fohdoo@g 6b dob 306339] 
IMENGNZ 03006. bósbqaó:eo Ieo~@ge@obsge6 35653533900, 
ed dgdeabgq30d0, భంగ్రథ్రిణర్యూల్తుం Dgderbogergdab gogo, Jabo- 
99366309350 093336 ൭൭൭69൭൪൮൪ dJooghmdoboge6, ob939 
099596 po osbmHyngemgd76 gymr gdogba~gdb wb 
0॥നന്റന്നറന॥൦൦. dpm godohoeab Igwmdgmoe Jobo- 
d9366303330»b 6൦൭൬ Hoodmoggba~ns dorogHmdo qo 
qobacD36o dogo. 

dmeogeab OTN ON gab ൦൦0000൭൬, (0൦60൯൭൪൨ 36c(9bo 
౧6 (ലയ 09095. 8063900 962383, യ൦൫൪൮നറ 906393039» 
(o65dc09533» 96൨൯0 po 90600൫൦൬00 Ieobsfomgmdom wo gə- 
൫൨86൪൦ 3ed-eAgm@obob (jo3ob 1൦൦൫0൯ ന്മൂൂ001600൦. 
9൬൪൭ 90889 383«»0bbde3o, Hod 9൦൬൨൦00൨ gododaqdob 
6806535» 0൬0൪൦ യ05606)നറ ൭റ൭റു൭ുയഈറു)റ1ം (Qo ൬൮൬൪റ- 
93800 ൫0900 ൦൦66൯൩ ൫00നന്൬നൂറഠര്‍റ 3350907360 0൯00൦0)- 
dob gmddobsgonm. ob939 ദൂഠദദന്നറ൦, Ged HoHdergdob 62റ)നറ 
൫00ന൬നമൂറഠ 3o639«0 Gngob 36083»603»60 @Abd300m 
൭൬06൪൦. Domosba bododymm godeodgqd0b ദനം 
(HorbdbaAMMHds300) bododymm bofoberab dohowgd0.@ qo 
0000൫൬ 0൬00൦ HOobbamdagoob 978030 ge»obiog6o- 
dob (Constant Elasticity of Transformation - CET) 0) 
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0990 ൭6050093000 | 650005 9050093000 


൦൦60൭ B64 3000. magab 8060, bododymo 36003460 wo 
000000 hoboggwmgdob 9790030 9e»55003365c3ob (Constant 
Elasticity of Substitution - CES) gybdyoob gogmno (16000 
൭൫000൫൯000 3939036 bofeobgemb (Armington, 1969). 
Md300 ൭൫000൫൯000 30030൫0൨ bob 090939 Jobo- 
99൧൭0൭൯൪൦൪0 158൯൬൬൯൪ 0൨00൦6൪൨ 96൩൬000൬, boob- 
30000 6൯൦0൯0൪൬, bobymdfoge 9൯00൦൫൭൪൪൬ യ ర్ళల్లు- 
(936 360074699»«. 9060൭൮൪൮൯൪൪൨൪ 6൬00൦6൪0൨1 bocorob 
൫001080൦ bogydgmwop ൮൬൭൮ boHagdmoobmdab gybgonb 
366౧౧863౧౮, ൪൯൩൭) 3009-7: e»obob భ్యారగ్ర్రం౧0 bobg gab. 
600൬൪൫൬൬ b568939e»o»bo93ob 0൭08000800 360650383 യൂ 
ദനയ്യൃന്രറ ൪൭60008000 6010. 

300൦0൬00 gobgnmohadogn Jaqybgdobomgnb, odengd- 
bag bobong ౧933౩6906, Yb 760 ൬൦008൨80 
0൮൬001൦ദയന0൯൪൦ 908നുയുനറം, ൭000൯0, Imbegh (Hosoe, 
2004) dhgogbo@, gogydgnm, ൪൯൩0 gobobhgbn 9bemeoob 
obsdmgo 39bo36o gomygodo 9399030» («03bo6953e0»), 
bome 20309000 3൬ o30»99» ദയാന ൪൦൬൭0000 
39097930b 060൪൪൨൮൪ IgnbobHywgdmoo. 

9oQ93e»do 96൦൬060800 ൦൦൫00൯റ൮ു൪൬൪൬ 32900993633» 
൭൫൨൦൦൫0൫൬൦ qoo dé o8» wo 353oójoqo. 35degogoq»o» 
౧౦౦౧ ൫0900 86me 740 (9o ൦൦൫0൯൩ ൦60൦0൯൪൦: beogeob 
99366309», 06൭;റനനര്‍ം, 98000൪൬൯൪൦ Oo 004007൪൭൭. 

900൬൦ ombodbyemn got gdegdgdab gomgomobhobgdob 
499098, 0090 8006 മൂന൪00൦൬ഇ൯റ)4റ)൬0ം Ieo~geds danym 99 
൫04൬൪൨1൦൦0 po ൭0൬003) 350336360 (03059055396 
900൦0൨ ൪01൫00 bobg. od 00൫൩൬൮൪൨൬0 36 853053535» 
ంరింత్యొల్లుల (൦66൩൪0 0»3055536536330b നുറു; 13 ohgeb 
Ioog@mdab (1603; 4 b»obggbóogoc deobosbob gybgonb 
൬0000൦൪100 323c099635»; 2 Joog@mdobs യൂ 396do 
obsdmgqdab q690633ob sHeggbb godmbopogb; 9 asb(yo- 
యం ൦൮6൦൦0൨൩൭1 303edob (9gb3«66-093o 60b gobg- 
dabo qoo bogo@obobegee ൪൭൬൦0001) o»3055536350b pobobno- 
൦൮൪0 900൦06൪൦; 12 gobgeowngds 3500099633» ൭൫0൨1൫൯0൨൪ 
100160൪0 ൭98൦0൦൦0 q»353906333e»0 bogambgdob go@oboh- 
439000; ൭0003) gobomengdo 900000൦06൦ HOobbamdo- 
Boob gybdgogdb, ൪൩൪൬൫ ohgh 76 dnwnobn godedgqd0b 
800൬60൨4 00൭% 0000൫൩ po bododjwo somo 74- 
൫0൦൬; 4 gobheoengds 0996585998» യ്യും po 63536- 
badob ൪൦86൮൪ HeobsbHeommdab 0൪൯3, 4 gobhmengds zo 
dob589:56303930b Ieoobegbab 37040൭൪0 omfgmob; podo- 
mob, 1 gobHeoengds boHagdmoosbedob gybJgnob godnbogogb. 


bofodagqmob bogos~m |G smGagbgab 356600» 


sobobodbogn0, Hd hggbb 8౧6 gobbobomggmn CGE Jo- 
EM, 800൯൦ deoggoba~ 3o6o9000 aeobogo3sgoob mobob- 


dow, 9093൮൭6൪൭ 99063 z839ob Iowgegdb, ൭൨൫൬൦൦ 
നറു ൦0) go0eme@obab 960൧ Heobbhomedob 
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[00൦ 0൦൫0൯൦൬൬01. (തറ Iowgengdaborgab Loko? [ലററ 
60(b3000 abgm&dogoab 001൦൬6൭൬ po రిణల్ర్రల్తుంం 3s6»836- 
ര്‍റ Agbogobgdm@oe, యణ Hgbo, 0900൪൬ 353o099533» 
bop omSagbgab doghogo (SAM - Social Accounting 
Matrix). od 3a9bobabge»ob 369q300b bapgob33o 09093853» 
൫൩00൦ (Stone, 1947). 300660 (Pyatt, 1985) po (5695938» 
(Thorbecke, 1976) gb gobggqgoo 3960 ന്യുനത 
gobo@gh ws 900൦ bga Igyhygh dob 353«99633»b 93-bmdo- 
37360 sboenndabs po sHomabmbomgdab bogambgddo. ൦൦6൭6)൬- 
639 SAM hab poga nbgmhdogonb Imdygqemo, ൪69൬൨, 
0൨10റന്നറ po mosbdndegg@ je 0600൦, 60830906 9060൧൨൪080 
09040൨ bogoom ye wo googbymn ൦0൫൭൭099 EHmab 3600 
396omeobmgab (Decaluwe, 1999; Zakharchenko, 2012) . 

P3960 agmagobomgab 8൫0൪60൦൬ 90യറ00റനറ bogo- 
൬൬൦൨ രയര്‍ദ്രിദുറ്ധ dogo bsjo6039e»b ggebedo3ob 
PoHdeoggo@agbb 2019 (നറ dogmdmgdom. dob sboaqdoe 
gnbsmagdmga obgmmdogoom, നന്ദ Igagogb bəg- 
0൫൦0൫൨ 69b36b39ob» (po 890099633ob Qb60c»990, 963530 
ob356508990b రం 034930079000 0൭13300൪൬൪, boga@o- 
ന്ന ൪൪൬000, 5536500 3032960 ൬൪ bodydow domal god- 
33€930b 8062038390. cbomndnbogob 3590395300 «obo bobab 
96൬60, ൦0൬00൭ 1൦7൭6൫0൯ 1൦൮60൦0൩൪൦ (8400൫൬൫൨) ൬൦ 
oo (൦൦00൩ ൬9൫൩൭൨. 

8397690603, bo(05e»360 രര്‍റ്രരാദുറ്ധ రంగ్రథంగ్రం 951355» 
00310 doorman 230b obgo@odobogeb: 

° ൦60൦0൯൪൦ (9o 3697]60; 

° 0൦60൯൭൪൨ ൬0൫൪൭0; 

agódo 065606300360 5346063830 - 0b50336563003380 

യം ൦00൭00 5396060; 

ൽ ളന 065600390360 5336060 - 90536095; 

* — godofjognob ൭0൦0൨00൨; 

* ൦0൦600 dheogeoemb 55356080. 


Bemgo@oe@, SAM-ob bo ome ദഠ6൪നര്‍റന്നറ്റ്ം gobobod- 
993693» ൭0 g4gbo dobnmogn 23390b ൬൫0൬൩0൯൪ mboo. 
bb g3-mbeodozob 2019 Pmb bpm »o6og- 
bgob dopHogob 5860806397eo 396൨൪0൫൨, errs bogdo- 
൭0൯൪൨ (൬൪൫൭൪൨) »36983069397e»0» A 233990, beo» doo 
90365 Jobdag 66നെയു0000 - C ౩౭౩౪60, fPoodeowagbowoo 
൫0൫൨൬ 1-do oo ag౧hggbgdb 0గ్రింరిల్రైగ్ర్రాల్లుం S AM-ob danno 
b6634036»b. han 3639»3o, SAM »6ob 33»m06»(y3e»o 
0൦00൮൦, mg yogga obgo60do 800393«»0» b60jo- 
bobo po [90൫0 baboo. ൭0൭൭9൮൬0 ൦0൦00൨ (౩69) obobogb 
b3960b obgogodab 806౧౮6 go@obo9db 1൫6൫൨൯0൨൮0 553560805 
800൦0൦. ౩86౧౮౮, ഗറഗനറൃൃന്രറ »6g»odob Igdeobogemgd0 dv- 
9999e»o» 660453580, നന്ന boHagd0 19060500. «69530 
0൦00൮ 66౧6600800 മൂന, అంలణగ్రాల్తుం ൭090൨0൨൮ 0൦൬റ൦0റ 
AgderbogenqQd0 dybio రింల్తుంం5౧ 0൦൫൭൭0൨1 ൫൯൬൨ 70൬ ogob. 

൫൦0൬൫6൭0൬൬ g»b3oboc»oo ദൂ000റന്ന 1-do dwygobnmn 
൭൦0൬0000) »53»6080b 600൦൦൫൮൨. Jogo~oae@, bo4dovbeodg- 


00000020600 Cd 6096000 1812, 2021 


(6980086059305, 0056538905, 909൭(09000(1)003൦ Cd 9306565360 


gbóoe»o 1. b3]56033e»cb 2019 లుం bogosm yo »e6ogb30b ൫൭൫൨൪൭൪൮൬൨ 95660», (8൨൬ഈറന ൬൭൭൪9൨) 


A É TIM F H 6 T (5-1) RoW beo 

" 78562,9 8290c0399ob 8൬0൦0൨ 
రియ్యఇయుణరిం 78562,9 

C 35425,1 12421,6 34748,8 6457,7 12460,4 | 26999,6 | 128513,1 

TTM 12421,6 12421,6 

F 43137,8 43137,8 

H 39146,9 4374,1 4886,5 48407,5 

G 1065,8 11417,8 423,6 12907,2 

T 6114,9 5302,9 11417,8 

5-1 76864 | 2075,4 2698,5 | തല്‍ 
12460,4 

RoW 31413,8 2925,1 669,3 35008,2 

Lya 78562,9 | 128513,1 | 12421,6 | 43137,8 | 48407,5 12907,2 11417,8 12460,4 | 35008,2 | 382836,4 


00൪൨: Jog 96000 09()0900b dng 


90000393»: A - bofdnsbeodgdab (4041൫൭൭൨) 265560980; C - 46൬000൪0 obg0¢00d0; T TM - bog034e po 85065004൫൦ ErboGagbgdab ൦0990൨00 
F - ൦6൫൪൮൪0൯ goJgmhgdob obgoeoado; H - 46൦0൭൬൪6൭൯൪൨ »6326080; G - dorogHmdnb 0900൪൨; T - go@obobs@qdab obgo0dn; S-I - ్యంతింంగ్రిల్లుం0 »6326080; 


RoW - pobothgbn dbmgwamborsb hrobbogagdab obgo60d0. 


dob A ൭09൦0൨൪൨ [3000൨ 0൦0൦6൨ (C, A) agohggbadb, bod 
0൬0൯0090 060൪൮൨ (౧000 3990533398o mobo 539660 - 
bomb 99൪9൯൪൦, రి త్య క్ర తులం, 69006൬൯൪൦൭ po 0൬01൦0)- 
൭൮൪൦) 935030360 9൩00൭6൪1 ൦00൦ [൭൫0൨൯൪01 36o3590 
0000൬0 35 425,1 60൬റന mobab ൭൨൪൫൭൬൬൪൮൪ dovod- 
698b; magab 606൨൮, ndogg A 533690 0൦0൦6൨ (F, A) 83939- 
698», Hd ൦6൫0൯൩ bofdosdmdob 3éog9bdo, 6365653505 
890c99633ob 90യ)മുഠ൬, ൭൦0൦000൮൬൦ pwd Dgoe@- 
89b» 43137,8 donb. ൬൦0൨. ൦0൦1൦൬00, OmgmHR గ్రంథంల్లు 1-doo 
൦130000൨, 2019 Pgb bofooagq~mmb gzmbmdazob b346o- 
6598do 200-460 ൮60൦൯൪ റദ്ദറ WosbsbsHaqd0 909൬20൬൦ 78562,9 
donb. ల్రుంఠ0. 

80860 bobo Jgadmgdo ogbbboo 96൦൬൬000൨൮ C 
dbagohodob b3960, Omdgmdog Igghgdg~mb [൦൭90൬൭൬900 4 
386». ൦ 326990» (A, C) 2303990 bojmbmobo po 8ణ800- 
b36993ob bododymom HoHdegdabob 33«508903360 bofdoobedg- 
dob dobgc3oo ൫൦൬൭൮൬ ൬൦0൦0൦6൭01, Gmdgwag 2019 Pgb 
d9»ca936q» 78562,9 dmb. mob; (T TM, C)-do »o6ogb7eo» 
badebe»o» [൦൫0൩൭൪൨1൪1 gogobpnmn pobodogob (9൦6൭0) 
00000൮൬൦൪൦. od 4900510൬0൦ 2019 p3e»b Igo@gnbs 12421,6 
deb. mohn; (T, C) 36580 8009390» [000൬ go@obobs@9d0 
36003469383. bsje6o39e»ob 2019 Pob 553600 doyz9- 
dob 90b 300, (7600൬0 gopobobopgddo Jgo@gobs 6114,9 db. 
moto; (RoW, C) goda 0൦190050 ൦൦00൦, 31413,8 dmb. 
mob, 19൯0൬൨1൦ wo de3boby635ob 003൨0൫0൪ നറ൪൪൮- 
q»93ob bogoggb gedeobobogb. C b336ob hodnmgmnmn combo 
09൬6000൨ godo, 128513,1 dmb. mohn, ൦0൫൪൪൪൨൪൬൪൦ 
വദ്ര 3൭൬6000൦ Eo 0൬01൦06൮൭൨ 5369330635300 
joamdengo 0റ)ന൬൪൦. 


1 రింథ్యు్రయై౧ 000൪൯൬൩൦ 39093299» bó ogc»bb, 99063 b396b. 
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99063 9b603, C 1൫6൨൪൧൪൨ (563560980) seoogb3e»o» 
96൭൬000൨1൦ qe IedbobyHgdgd0b 6935e»o9»(0ob 830933» 
05086599803 3590939»3393«»o 939«b53e»93o. (C, A) 3a6ob 
dbodgbgenmds, 35425,1 dmb. ൬൭൭൨, ൭0 09905333990, goder- 
babagb 935q»9:36 36o97]69383 90൭൪൬60 bownegh; (C, 
H)-8o dea gd yea 950856530» 3» 34748,8 0൬0. శ్రుతం Jgqbodo- 
80൪൦ 900൭0൮൪6൮൯൪02 0൯൦0൯0൪1 0൦8൯൬൯൩൩ 0൯00൦0)- 
dob bojmbawbo po d«93b5b3633589; 56502076 9൦00൦ 
obobogb (C, G) 3a6ob ൦0൦൮0൨, 6457,7 dmb. mobo, mmmbo 
൭09060൭൬ bebge»dpogob 00600൬൭0; gosogomab q»g60393- 
dabagab bogoho 0ంగ్రణర్యిల్తుక్సి 0൪൦0൯൫0൪ goderbobosb (C , S-I) 
jacob Babap96o, 12460,4 dmb. wot; ൬൭൪൩൬0, (C, Row) 
0൦60൯൬൭001 bojmbmobo ൬൦ 0൨00൦6൪൨ 099൬0൫൨൪ obg- 
60d, &o83e»d»(y 2019 (൬0 Igo@gobs 128513,1 dmb. ൬൭൭൨. 
0൭0൦1൦൬0, HbA 1-౧0 C (൫6൨൯00 30530300, 2019 Pgb 
bofoHagq~@mob 33060903»8o [ര്‍ന്ന 36o0974693b» o 
dc9b»b36339883 Inwosbds deombmgbsd Igo@gobs 128513,1 
0൬0. mobo. 

hoy 90000൦ gobohhyb sbgoGndqab po dodo dgdogom 
hobobghgdb, Hodengdboy dgode»gós 0130 4395635608950 
gJfnenn, 9390320 doboobbo goohbooo. 

(G, F) jg996g»6odo, 1 065,8 deb. mato, Iongogb 
౧bgmhdognob do»365c95ob, hang jodngomob ര്‍ന്റനറര്‍റ്റ- 
mab, 906 damgòyma Iqgderbogegoab రం రణ్యణట్యు ൦൦600൯൪൩ 
(960൦0൯൪1 ൦൨൯൪00 90335ob 600൬൪൨ 900508. (G, T) 
9o0og»3b ൪0൬൭0൯ 900൯1)൬ന൪റ)0॥ go@obobs@gd0@06b; 6൦൦0൦ 
8599» 2019-90 d9acgob» 11417,8 dmb. ൬൭൭൨. (G, RoW) jag- 
൭0൦0൨0൪0 ൭060 3960233sb dooghmdobo wo ൭60൦0൪0൬00) 
gac6o9o336 ൭9000001 9൪൭൨൪. gh Ibodgby~mds 2019 [ത 


7 8൨0൭060൯൪൨ gobabagwgde 306599366650353ob 98bsb363 ൦6൭9006൦ 
90e» e 6obo8550950»6 06൭൦൬. 
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0990 ൭6050093000 | 650005 9050093000 


909൬00൬൦ 423,6 de». mob. ఉణ్కణరం గ్ర౦రంల్లుం 1 3300336396, 
bym 6596500 ൪൨000 6൨൬0൪00൦ 6൮0ന1ദ്ദൂന്നു00൦ 89:306» 12 
907,2 68൬0 moe. 

(T, C) - go@obobo@gdob 43900൫൭6000൭. ob ൭൭0000 
jnddwbbgob 355600563300 »6ob dowgdywo. 14000൪ ర 
6൦004൮൬)ഈറ ൭൨൭൪൬൮൪01൦ go »jgo8ob gogobobopn, 6 280,4 
8൬0. ൬൦൫൨, 0൪൬൭൫൪൭ go@oboboe@o, 68,0 dmb. mohn wo 
bydbow@agdo 86mO7430089, 233,4 dmb. wot. గ్రంథంల్లు 1-6റ 
900993«»0» ൭0 3083o5966330b godo, ఉణఅక్యిల్తుంం్ర 58൬൬൯൩൩൬ 
oyod gdb (6010൬ go@obobo@gdb യ്യു 6114,9 Jb. 
wohob ൪൬൮0൯൪൨൦. (T, H) 89౧గ్ర్య0 0060൬൪൪൮൬൪൨൯ bogo- 
bobom ൬൦000൭൦൫൭൪. 9൦ന൬നറ൦0റ 0൬00൦0൦൬ Igdeobogeg- 
dob ൬൦0൦0 bofnma (bodgdeobogw@m, Imagdab, (1൯0൪01 wo 
bbgo go@obobse@gdo) do5589:3663033983 dmpab ws 9൬൫90 
5302,9 dmb. ൬൦൭൮. 

900൭060൯൪൪ obgoGodo 0൫6൨൪0), 950333» Jgd- 
0930 00990൨൪൪൨0: (H, F) 8300309000 oy Hob 93396 
౧6593630090౧, 06൭൨ 80600, മ9൬)നറ déodobogob go 
80൬൫) 0060൨, ദു൦300നേറ്വാദ്, ఉణ్కణరం dabo Ig~mdgegdo. 
6363 గ్రంథంల్లు 1-gob ൦00, b5j56033e»ob 80658336630- 
dgd0b 00൮6 doegdywo జ్ఞాగ్రథిణర్యాలుం Jgdmbogmgddo 4൬൫0൭ 
39146,9 dmb. moro. (H, G) v6g060d0, 4 374,1 db. ൬൭൭൨, 
aedebobagb dooghmdob ൫൪൭09൪9൪ dob539:6590333ob 
800൦0൦. (H, RoW) derogogh ൬൦0൦6900 dhogwompsb dag- 
రాయ gymp g00360egdb, റ 2019 Pgb Jgogagboo 1,73 
8൬0. ൭69 തനന്ന യം 4886,5 dmb. നം gzzagowmgbho ago. 

dooghmdob ൬0൭0൭6൭൭൨൬ (5-1, G) ൦0൨൪൨ $o323- 
Hob Jgdmbymmàgdbo go 0൭൫൭൮൪ dexob 000606౧౦ gobabod- 
93699» qo, bofoogqmmborgab 2019 Pab 0900൧൨ 50323- 
൫൨൪ 90050൭0൨1൬, dgacgobs 2075,4 ൬b. ൬൦൭൨. (S-I, Row) 
909൦0൨0൨ 60900 600൬00൦൭) sbgoadob ഇയറും ob 36o- 
gogoob. bofohagq~mmb గఅణ్యక్యాల్లుం $»53ob 0൩0൦01000൦, 
bogo@oboboqme ൪൭൦൬൦01010 000൬00൦൭) s53260dob യൃയുററുറdം 
dgaggobs -0,96 6൬0. ൬൪൬൭൭൨, 6» 2698,5 0൬0. ൬൦0൨൮൪ 
09309൬060൦. dobodgyhbgmdgdab 130൫00 (S-i, H) sgpgób 
dob589;6903930b യന, നറ്ൂനര്‍്്ര 100൯0൪൦0 doo 
Agdeobogempdbo wo 0൦6൭01 ര്‍റ ə 2019 ൬0 Igo@gnbo 
7686,4 dmb. moto. 

(RoW, F) soóogbegb ൦0൦൪൪൮൬000 8൪060൯ qgejáo- 
൭൮൪൨1 Igderbogegob ൦0൦04൬ gambeodogodo. bofoaggmob- 
gob gb Gaghgo 9395533:3«»0» 636 0൦60൯൪൨0൭൨ 03360 
go Jgo@Qnbs 2925,1 9൬0. w. 


8౨0606 3ంయంరిథంగ్ర౧౮ 
CGE dmogmgðob 6൦6൦0066൪0 9995b380b yggmoðg 
3030399700 dgoqo 3970533» don zomadhogaob bodo- 
Bobo Pab 80006౧9 (Lofgren et al., 2002, Wing, 2003). 
gb 9൦0൭00൫6൪0 01൦0൧൭0൫ dgób33sb 33«»obb3o3b, ed 
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ദനയയൃന്്ം 80൫0൬ »opg6ob ba3s8obe Pab ghogbymo 
909൦0൨൪800 011009. od ൪0ന്രൂ 0900൦൬ ൪൫൭൦0൬0000) a»- 
cobg39be 90100൦, 900൫൯൪ 6൦6൦0൫6൪0൪ 95085630»0933- 
dob ల్యీలగ్య్యిం 800൩൪൦ ogob 0300935560, oogobygowo. 
96൯൪൬൮01 go@oboHy3qho@ 93296 CGE 8అల్ర్రలుం0 gomgg- 
ന്നറ àq»39930b 3595533» g3mbedq Hog 7moe@ bogdo (Szeto, 
2002). 05 gb gd03 dIm~@mdeg ൭0 ggomogabyqengdb 
96൩൪൬0൨1൦0, Hs@Q0boy bbgo@abbgo Bec 30b gÉondobgonb- 
306 Code AZoE@7d~@oO Jagobgdobob മ്നയരൃന്നര്‍റ Igadegd ൭6 
AqhO }wegh bogham HobsbHommdab 0൭൯. 393639~9d9- 
wo ob939 CGE dmegegdab 9990900 bhodabdo3 460 dgo- 
(930. 36-3600 6൭൦൦900൦ Iofbodowaho 0൫60൯൭00 36o5- 
gago. ൭0 Ignoeab 9060൦00൯൪൪ abo, ൫൯0 1൦൫൪൭8൮1 Heb 
8൨000100൦൪ gooo dgadmgdo godeygbgdyw ౧౮990 bbgo 
Pegdobargab 565533:3«»0 (53306399990, ൭0൦൦൦0, Lbgo@obb3o 
Pegdob നറ 1൫൫൮൭൦ Agadengds gobbbgogq0q@0 
ogob. 

3001 33€»93»590 CGE dopo 9൦6൦00068൨ ദുനേറര്‍- 
Gagno 6൯3൦0൬00൮൦  bogo»e»36o »o6ogb3ob 0൦06൮൪) 
goyhpbmdno. od 00൪60൦ 100൦8010൬൬ gobgabowga 2019 Hye 
(po (5370300, Hd ററ 6൮60റനയറ bofoHoggq@eb gza- 
൫൯00൦ ndymRqdm@s Hobsbfommdodo. ౧08౧౦౮6 bo0sc»360 
നറദ്രുbദ്ദറ daójóogs 0൯0൨0൦൬6 godobobymydodoo, 36o- 
൬0600൨൩൦ Eo ൦൭൫0൯൭ qge»j$o695obso3ob ൦800 gobo 
8൩01 ౧౦౧౦౧ howl 900൯൬൮൪൭, lmnop 83൩൬0൦ 
bofyobo bodnbomphn dbadgbgwmdqdn@ob ൭൪൬൬൬0൯൪൪1 po 
gobgdob gobgom3g3g0ob. odobomgob 25903093bgo dow@amdo 
6089e»og ajwobbdmtb യ്യും go goJgnhgdolb 
96093e»0b abg Jghhggob, hod ൦01 bododobe Deobobpo6o- 
dodo doon goba 06൭൦൨൪ memo ngob (Gorbachuk & Rusanov, 
2010). ౨8 38౧0 ൦8൦801ന ൭0൯05000 asdcbejogb 93mbmdo- 
300 6൬൬0൦0൮൩൪൦ ൭൦൬൮ godobobywgdodo. ൭0൨ 099033 
6൦6൦0൫60൪0 ൦6 3390335360 pgwoggdab 6330590360 గ్రల్తుం- 
q»93» oyorndgob obom 0൯0൦10൬൫൨൯൪൦॥. 


ര്‍ന൬റ(൫റ൨ു൨ bodzmogoo 


ర్యెలత్య్యాల్తుం. 6നയററനറ godmygbgdnn ൦0൦൬ 
gacbodogobo3ob 35350»d»d9go bodo 16900൭6൨ ౧8౧౦ 35b565333- 
390, 0 Hd 9)൬൫റ 6൮00൩൦ ര്‍നദ്യനന്നനന്രാ bbgo ൭൦6൭൪൪ 
6060൨൯൪൪൫൨ 9305«o8o3360 6൬൨൫0൮0൦ a»03»q»obpob353c» 
ào636363e» 03€0e9399b. 3o639e»o 1000൦600 8dobg3o300 
gnbowogo d39ob3935b, രും g3mbedozab bspgobo pebabpo- 
൭൯൪൦ asbobs8oa693s 2019 mab 6൬0൦0൬൯൪൨൦ ൬൦ »6»- 
30H@sd0H0 go@obobseEgdob 356»3339o0b 906൫060൮൪൪ bogdo 
1076-00. 09൬൭൭ 1൫00൭6൪൨ ogyd30m, Hed bbgs mobodo 
6060൨൯൪൪൪൨ opgan ogb mobab ൬൬൭൭൦൦ 90056093500 
1500-౧306 goygobyhgdob po 30boq»s30 od రిణ్యల్తుు Jabo- 
mmpbgm 90൬001. OEso~@ebs, 00050 10000൦6000 90006൫൨൪ 


0000020500 Cd 6096000 0812, 2021 


൫06൨൬൨ 2. CGE dmegmab bod3e»00b 030333950 


(6980086059305, 0056538905, 853€00093()6008035 Cd 9306565360 


Lo8ycemogoob ൦000൪൨ > 3993990 
Lodo8obeo 
Logo@oboboe@es 3565339000 1096-00» hab 1596-00» 9003൩൪൫൮ 2096-00» 
6൧6൦6൯൫൧൪൦ 
8H~@o 893932036533» రిథం 
8o»c055o godmdggdo (Lodo8abeo రంbర్టిరెలేం, 83൬0. aoho) 
Logol 9൮൧6൮൩൪൭ 5176,655 2696 3196 1896 
86596390023» 17784,734 -1196 -296 2896 
890600൬൨൪൦ 9866,763 896 596 996 
AmBbobyMged0bs 
45734,707 -2% -4% -9% 
608థ%6ం 
me 62562,8 -0,1% 0,2% 3,5% 
FobsIggMbgmdgdab CobsboMtqd0 (Lodo8obo e350938o, Jb. ൯൦൭൦) 
Logol 9൧൧6൭൨൪൭ 2098.068 17% 13% 15% 
866963900235» 18543.625 1396 1396 3096 
890600൬൦൩൪൦ 865.470 1396 496 1196 
AmBbobyMgd0b 
13241.639 11% -29% -26% 
608థ%6ం 
రలు 34748.8020 12% -3% 7% 
రింత్యరుంణతం0 ൬000൨ (൦൪൦൫0൦ రృంర్యతితిం, 8൬6. ൬൧൭൫൦) 
Logol 90)606൮൯൪൦ 
86696390023» 76.942 6096 5896 9696 
890600൬൨൪൦ 8.742 46% 46% 6896 
AmBbobyMged0b 
6371.985 43% -0,0% 12% 
608థ%6ం 
రలు 6457.6690 43% 1% 13% 
Loobggbho3om Imabergbs (03358 obco ob9ddo, 8൬0. య్రుంగుం) 
Logol 9൧൧6൮൩൪൭ 538.834 11% 14% 13% 
86596390023» 4193.367 1896 1496 2796 
890600൬൨൪൦ 7497.456 796 596 996 
AImBbobyMgd0b 
230.736 5% -28% -27% 
608థ%6ం 
bya 12460.3930 11% 8% 15% 
68൨0യ go~@obobo~ogqd0 65658c593589 (00൪൦80൦൯ ൭30൭90, Jab. య్రుంథుం) 
Logol 9൧൧6൮൩൪൭ -16.320 796 2896 1396 
86596390023» 4649.819 -2896 -496 1796 
890600൬൨൪൦ 364.091 -1296 396 196 
AmBbobyMged0bs 
1049.319 -16% 2% -7% 
608థ%6ం 
bxc» 6046.909 -2596 -2,496 1296 


Pobomabgdob deobomoebyeno ൭99460 go6bodo30b 8౧60౧౦ 
goboe»ogo dgdab3q30b, గణం bogs ൭൪0൭൪൪ 900൨൪൪6൨ Jabo 
0007e09» 32096939» 2076-00. 

(൭00) bod3e»»goob 99൬൭൫൪൨ 3563333«»0 6»poe»o foఠ- 
dga gbaa j339«o dog3»boe» gbhnm 2-80. doon sbsq»o8o 
൫൦0൬൮000 35638039583 0033000039. 

306330, 090൬൭0൦൬ 3:6533900b 059506939» »6»- 
936003 3969bo@ ൭01൦00 (൦600൩൪൭8): bogwoab d936663o30b» 
go dd9693e»o3ob 14006൯൬൭൪1 godmdggðo gonsoH~@o, bee 
969039e»o90b» po 9൩00൦0൮൭൪൨ (563350b 35900339» 30 Jg- 
000൬൭൭. ൭0 goOgdegd0b godo, 3653539«o95ob 6900൮8൬൪1൦ 
go 9൨01൦൪൨1 060൬൫൪0൬൭0 59099397«o (6010൬0 gowo- 
babagog3ob 9(3e»o9» 90000൬൬൭. bodognghm@ 0൬00൦0൦൬ 
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൫03900 93950633» ൬0൬൪൨൦൦൬ 90100൦ bogmob d33663- 
(6౧౦ [0000൬0 aaqoboban389, 0൭൬൫൦൪ gb ൬൭൭90 ൮൬൪ 60൫0൬ 
bydbow@oh@ d0, 3063 05936535». Jnjbjeogog ndobo, Med 
0൦6൪൯൪) 0౧00 ge@oboboe@gdab 906600൮൪൦0 ൪0001 Jgd- 
ba3e»930 9090060൦, ൭0൨090൯൬൪൩ 0൦6൭൪൨ dbndgbgmmgbow 
൫808൦0൬൦ dó3039«»o95ob, 9900൭൬൯൪൨൦ ൬൦ 0൨01൦06൪൨൪ 
4000൪൭൪0 0൬4൭൭൪൪ 3559003283. 95950635709» goo- 
602൬090൦, യ dob ൪൪൭ 0൦8൯൬൬ 9050526535583 3586009» 
obabaHaqade, 58൯൬൬൯൭൬ Jaog@mdab 5558089350 అ౧౦గ్ర8౧0 
60050൬0൦ 8959506». 

dooghedob Dgdebogengqd0b 80006൭൨൦ 329003330 
gobzom 60 നൂറ, 60൦൨ 8060, ൭90൪9 6൯൦030൦0 
baob39b(5og0o boderbgend9; 60൬) 606൨൮, ൬൫3൭0 90060- 
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0990) ൦0൦005890൬) | 69009 8060000൬) 


൫06൨ഈ൨ 2 (3586d30»39») CGE Joggal bod3e»(onb 950333950 


Lo8yemoyoob 3300339330 
bodo8abeo Logs@obsbsem നന്‌ 
Beabobbertede 8562399o»ob 10%- Pu ah P 90234൫൨൮ 2096-0» Io 
oo Bro 89399 

0൫൯൭൫൭൪൨ (96൭൦8൮) 8൯6൦6റനാറൃനര്‍ം 85658co93ob 3൭൩൭൯8൨ (00൪൦൫ gQobyddo, Jab. ൯൧൭൦) 
ൾഗാദ്ദന്നറ 8936563053» 2108.064 26% 30% 16% 
8669639cc»3» 3199.741 -1296 -396 2596 
89060൩൯൩൪൦ 1986.865 796 396 796 
IodbabySgdab b396c265o 10307.193 -396 -696 1296 
bye 2108.064 0% 0% 0% 
ర్యంగ్రగ్రంర్యుతం0 (03൨൫൦൯01) 8c»6560c9c»5» రంఠరిణయ్యతింం 3Ger3g4d0 (0൦൪൦8൨ ogolgddo, 8൬6. ൬൭൫0) 
6ంర్భంల్రం0 8936563053» 1095.619 28% 34% 23% 
865963903» 3123.915 -1096 096 3296 
89000൩0൯൪൦ 1693.953 9% 796 1396 
8e»8b5b36593ob 53962650 19622.420 -196 -396 -7% 
bye 25535.907 0 0 0 
9023൯൭൫൨ (0൪൦൫0 gob 9d30, 8൬൯6. య్రుంగుం) 
ൾഗാദ്ദന്നറ 3069൯൩൪൦ 763.007 10% 0% 20% 
86596390023» 16156.846 8596 9796 2096 
89000൩0൯൪൦ 14.592 -4596 -1796 2096 
IodbobySgdab 53962650 10065.118 7396 5596 2096 
bye 26999.56 10% 0,1% 20% 
0835൭൫൫൨ (00൪൦8൦ o350938o, Jab. നറ) 
6ంర్భంల్రం0 8936563053» 803.372 1496 -596 1296 
8659639cc23» 24370.545 2196 -2196 1696 
89000൩0൯൪൦ 20.254 -796 196 1596 
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Abstract. According to a review of "Central Banks: Monthly Balance Sheets", prepared by the consulting company Yardeni 
Research, Inc., the assets of the four leading central banks in the world - the US Federal Reserve (FED), the European Central Bank 
(ECB), the Bank of Japan and the People's Bank of China (PBOC), increased by 4.8 times over the specified period. Consequently, 
the liabilities of the big four central banks increased by 4.8 times. As it is known, the bulk of the Central Bank's liabilities is money 
issued by central banks (in the form of cash and deposits, on which commercial banks place their funds). Therefore, the money 
supply issued by four banks in a quarter of a century has also increased by 4.8 times. 

The FED was especially distinguished by the fact that it began to sharply increase the issue of money in the midst of the 
financial crisis of 2008-2009. This was done under the flag of "quantitative easing" (QE). There were three "quantitative easing" 
programs, the last one ended in 2014. However, when the US declared a "pandemic" and began to impose quarantine restrictions, 
the Fed's printing press was again launched at full capacity. Now the Fed buys $ 120 billion a month in the securities market ($ 
80 billion in US Treasury securities and another $ 40 billion in mortgage securities). Accordingly, the dollar supply is increasing by 
the same amount every month. 

The Bank of Japan is on the second place in terms of the growth rate of assets (and money supply). It began to build up 
assets and money supply earlier than other leading central banks, from the end of the 20th century to the beginning of the 21st 
century. 

At the end of February 2021, the picture has changed radically. We see a rapid rise in the value of the indicator at the Bank of 
Japan, at the turn of 2018-2019. It crossed the 100% bar. Now its assets are equal to 127.4% of GDP. The indicators of the relative 
level of assets of the Fed and the ECB have grown very much. But the Central Bank of China has reduced the relative value of 
its assets by about a third. This is both the result of curbing the activity of the Chinese Central Bank and the fact that China has 
experienced high rates of GDP growth. 

As for the other three leading central banks, their policy of increasing money supply will continue. The head of the US 
Federal Reserve, Jerome Powell, makes it clear that the US Central Bank, at least until the end of the year, will continue to buy 
securities in the same volumes (that is, $ 120 billion a month). 

ECB President Christine Lagarde said in March that the bank would accelerate asset purchases in the coming months under 
the Pandemic Emergency Purchase Program (PEPP). The volume of this program is 1.85 trillion EUR. In addition, the main ECB 
repurchase program continues to operate. 

Other central banks that are not included in the survey by Yardeni Research, Inc. are also pursuing an asset buildup course. 
Among them are the Bank of England and the Swiss National Bank. 

Leading central banks of the world, to justify the runaway money emission, refer to the "pandemic". The more money 
supply is created, the more likely it is that this currency will have a lower rate in relation to the competitor's currency. And the 
undervalued exchange rate of the national currency is a means of strengthening the international competitiveness of national 
business. However, such competition can lead to the collapse of the currencies of rival central banks. 


KEYWORDS: NEGATIVE INTEREST RATE, PANDEMIC, VIRAL-ECONOMIC CRISIS, QUANTITATIVE EASING, 
CURRENCY WAR. 
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997939900» രര 536doq»33900, Jog hod ogam നായര 3609o- 
നറ d«30»9639o0b 3603356 ൪0൨൭൪൫൯൭0൦, 33063996 yog- 
gabe, g55300»6393c» (30000000. Ierbobergmdo mgòymmdpo 
9.0. 300൫0൭0൨ യത്‌, 30093»bogàb 3de»3eoo bydbawo- 
000 യാ 6റ്റ്റ്റൂനയ ൬900040൩ 369000990. ദയം adobo, 
babgmdfage ദൃറയൃന്നയ്യം zmhdmboagaym gobab നാനു, 
Gaong obhyweogd-jengd~@o 09൦0099 (Katasonov, 2019). 

guwybgo gywogn ౧903600000 dohjjwfyhne റർ 
6നന്റ്നറന് [൦03500 (0066൭൬6൨ 3565330 (7306390935 yag- 
mabo, add-ob gag-౧, 90൯൪൨1 0006൭ ൬ു6റെ 95630, ౧౮8౧6౧౧౦ 
95630, obge»obob ൪൦030). മുന Pgb dao g3mbedozodo gogo- 
abbowgl 10൭൦൬൪ pmol ൬൮0൯൪൨ gywogn dobo. mobo 
99666»e»360 ൪൦0901, 396doq, ൭690-൨0 m30936»q36o 0ంర్యు- 
99630 ൨00001, 0396൯൪00 వ. dob30b, ౧౮౧6౧౧౦ 
dob3abs go గీంఠ్యం౧0 bobombo తంర్యం0 9൯0൦000080) oyog- 
0൯൪൨൦, Joon 0൮൪0 00034൨ 2007 Pab ൬00൨ (dbog- 
mam gobobbyhn 3608obob നഴ) 5 ൪൪൬ pmo 
909൬20൬൦. 2020 Pnb ൮0200 (,d06@ 9d00b* qepgg- 
൫90൬) ൪060930൦ 19,2 ൫൫൬0 ൭൬0൨ Jgoggabo, bomo 
2020 നറ dmmmbongol - 28,6 ൫൪൬൪ Emme. 930933». 
bsdHod0 3600 [സറി 6൦0ഠറനര്‍റ്ു) 9,4 ൭൭൬൪ pmo Jgo@aobo. 
2020 (ഇറ mmob (966650360 ൪൦090൪0൨ 06035൨ əbg 
890009g3695oo» (൫6൬0 Pomoć do): 0960൯൩00 900൭൭൬൪൨ 
89630 - 8,5; odd-ob ggo- - 7,3; ౧౮౧6౧౧0 35630 - 6,8; Dob3o»ob 
ന്ന 9630 - 5,9 (Bedianashvili, 2021). 

bogmboer 6൩൬004) 3»63393«0 റൂം Jqodhbgm@o 
2020 fab 0൦6൫9൨, 6o» 236 3033 0 ayo dawmgeyzm@o go- 
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25390౧ gyw റർ, 3൭൫൪8 3339 oshowdo 
bagobgo 93586930 debyeog6qbg36. odgogdob ഠ൦6൪റ3൮൬റ 
9585650 0൦0൬0൬00 600൬) dado 7576-00 a»o0s6os S&P 
500 00൬080 dobge@goa ൬൦ dab 010൫൩൫൨൬) ൬റ 353609790 gobo- 
obmo. ദുന്നനര്‍ഠന്നുറെ bogmbor ൪൦86൪ godogo~ndBogoo 2020 
hob 0൦6൫0൬൭0 30 ൫൪൬ യനന്നം൪റഗ gonB0@o ഠം 63റ൬0നയ 
dojobeng@o 100 $60c»0o050»5 bodbywb. 

മറ boógg00, odo y od 309900 90070 ൪03൭൪0 
bod) dabfobgdab dob dagen 3694309 omdmhbgoo bo- 
Mb Oe 398653383 യ ZodDenygbgdm~ws Qobsbb-y60 bodbab 55063- 
dob gobodqHo@. bgd gemotdobo (Seth Klarman), 393-jebedb 
Baupost Group-ob gpodgydbadgmon P90: „obg dobddodol 
b60950»3900 SyQqboab bophdob gogqdab ദയറൃനനര്‍ം ngaggo, 
600d 8930900090 6993965636» ob3oCoobob dowgdab 33933. 
0539606339», bag ദനം 80൨൦, Loywo@ 990930696 
Habsqdab 99354690൭, dob obobo Igooh , doyoygdb, Homdengd- 
bog 65౧9396 byw gggbwðg“ (Financial Times, 2021). 

dogofgoma gamo@mgds: 2020 ൬0 gymro dobo gə- 
280600 10 ൫൫൨൬0൬൩0൨൦, bummm bogmbom ൪൪൭89൪01 3»3o- 
HoeBe3oo - 30 ൫൫൨൬0൯0൨ ൬൯൬൦൭൭൨൦. 30b 353365» 690000 
൫൭0൪൭൬൪ ൪൦0001 35650»? dom, ൭൨൭൬൪൨ 0൬൭090 ൭6% 
gymal, ൭൫൦0൮൬ (0967«0o obgo68sgoob gdoboob! 330633- 
mgb yogmabe, gbgbno bowngmba gqmoab 5»996033eo IT- 
3൭൫00൦൫0൪൨. goby@o fawn Amazon, Apple, Microsoft, 
Facebook, Google-obsmgab gobo ,0393«99» 000൭0൯൪0 
6౧౦. 2020 Pab റ൪03൪റ൬ dyo 396500» Amazon-ob 
൦0൭86 35Jofjoqo8sgos 8096-00 gooo@o, Apple-ob - 
6696-oo, Microsoft-ob - 42%-om, Facebook-ob - 4096-00, 
Google-ob - 2076-00. 33e 6o» Tesla 30 3650 mab dob- 
dowdy ദ്ര 396 d3060 gobo! 

2020 Heol sagobémdo »89-ob (53369030360 3093»- 
60൪% ൦൫86൯ 3odoho~ndBo300d ദയം dagen 336503ob 
330gd0b ൪൪൪0൯ 0ഗന്നറാ0 గ్యంతింగ్రింల్షుంరింద్ర౧ం0 po dob 9,1 ൭൪റ൬റ- 
obo Eaton dg»cgobo (0390൯൪00 65003036 Jahggbgdgeoorob 
- 8,9 ൫൫0൬0൪0൦൦0 60൬26൪0൦). 2007 gmb 3o 0൫0൦ 
bom bofabssmdoyge ager: »396033e»0 »j3093o 336033» 
099% 4-296 0൦0൨൪൪൪൦ (Bedianashvili, 2021). 

2020 (ഇറ 8930333900 S&P500-ob abegdbo, 693e»og 
Bedogb odd-ob bomber ൪൦80൪ IgM, 16,3%-0൭ 
൫08൦0൬, bamm Nasdaq Composite-ob റായ) (Jomoengq- 
നന്നനമുറൃ൪റ 3eddabogdab ൪൫05൨) — 43,6%-om. 2021 Gob 
090339006൨ 00൨൦൦൬0൦ 00൬004000൦ 00൦൦0൭ obom ൦63൪൬ 
൭൪൧00. dogogmoae, oco dab3ds 6൮൬൩ 0ల్ట్యయిుథం 3edd0- 
boob - Tesla-b jodngomndogonb godho 800 dmh pomo- 
Godog, Hoy od Johggbgsmoo gobo Facebook-b. 3eddo- 
boob ofgogdob a5b3e»353«»0 ൬0൭00൦, ൪നര്‍റൃതറ്റു తరాల 
gengddomderdogngdab paco 33»b, 3395633» 0൦101 nbmhngdb 
obama ദ്ദ0൯൬0൯൪റന൬റ0 babp:0956030 agabgdgdab 600൦08. 
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Jobab gogQommgdob: vdd-ob 9-0 - 120 ImHeE Emmohom 
4og9gmng076o0@, gghmsdab (00൫60൦൬൭ do630 - 80 9൬൭൬ 
Eamon. Bank of America ogobgdb, bod ററ fodygob 
dabab Jayda oogabo 000380 ൪൭൬൦ 30033 3 ൫0൪൬൪ ommo- 
600 2021 Pgb. 0330, adoboorgob, ൭ന൪ 3505o903» ob y~mog- 
വന്നര, boohoo ധനനയ dobob Heb 006൬4൦ Hobs 
(നറ ൭൯൪) 0൦00. 3b 30 06 9൯൬൪൭. 2021 Hab gywown 
Jobab 30093 10 ൫6൬0 Emma 8200939» - 3b 6౧6000, 608 
fodggobo ദുന൫൪റ Bodeoodengds. 0൫00൭ 00൬0൨൪. 

odob ൪൬൪൦൧൯൪൭, 6x8 33«50903360 ദു00൪റ1റ 2021 ఫలం 
8986090933», Joma~nd. ఇం 03 goby Pgb gb 329003390» 
dorog060 dogog3mbedagyho dohggbgdegd0b (GDP, ob39- 
(൫൨0൪൨, goboJdgdo) g0~@bodo, 600൬00൭0 Pgb Igodengdo 
bombo 69000൨ gobzogb ൭൦ 3b dnHwd0% 69൩൪0000 893- 
൬൮0൦ ഒറ്റ൦നു€ 933060803589. Igadegdo gobdgmHogb ob, 
ho 2008 [൬ 9൯0൬: gobobbyhn ൪൦൪൭൭൪0൪ jnmgbo hdo 
93050903360 6൫01100൪ 36o30(069393»b 6൯൭0൬001. 

൪900൪൯൭6൭൪൬ zmoyb Jgodbo യ Joz odo~@oab ob999 a 
൬6൪൦, ൭൩൪ 36080bob wadenggo Iqbodengdgenno (9666»e»360 
%b30b bod93e0 050001 ൬൦00൦6൪൭ oo nnbmggb oboe 9bog- 
mam ggmberdoz 76 [090൨൫ go@obgw@ob, ൭൨൪൬൮) amodo- 
ന്നറ തററ! 930360 ൬൮൦൪൮൪൭ ൦4090 (050go6599:3eo. 

Pab ൬൦0100 3booeoodo 9305639300 0019) 8508- 
00റന൬൦, 9൫20 gh bobydg s305ds309333e»0». 936d6o5o»63 
g360 Imh gym ph ൪൨൦01 abdgbb, hop 3«55«»360 3opob- 
da6ob 9»309939e»o». Bloomberg-ob b5a396(yo qoo 0001 
గ్రంఠిరిత్రల్షుంథంరిం 23306093» $o63ob dob»poe»go» od bofowb, 
Hodepdbog 000൦0൬൮06൪ 309596. 36360 ൭൭൨൦0 8sgo6o- 
൫0൨ ൭൫0൯0൭൪൨ യ ൫൯൪ 8963236990; ൭൬30030050, Qmd- 
നാറ്റ Sgo~ yo HoHdoegqbs 0430 bojymohn geoddobogdob 
8൬൬0൦6൯൪൦൫). 4936 ౧bbonpghb əbggg ofgb ౧9౦౧680౧ 
d9Obomgednbes യ 3൬൪37൪9609൪0 3൬0൪൦00001 900508. 
001൦0൬6൪) (»33063939», 001൦0൬06൪൨ Jgqg0, dao zabh- 
Homo (Qo 0655009630»0 0396»(099ob bdodabdogo 0൦൬൨൦0 
QW b»3oobos. Bloomberg-o3 30 go39e»ogob ൭൫ 
0900a6593b obgo» 0൫൦൫൨൫0൦. 03902, (అధ 00౧0 (౧0, dob bo- 
00൫61൯ 80650539930 Bedeoggybo: o65500969338» dac»0933- 
wadobo qo ന 60000806൭൨ Hagbg0@vb 2021 fob 096356580 
gonhygb down jmddobonb odgagdob gyno odd-ob 30856683 
00൫൩൬൫൨൦0൨ 336938999660 699900. oboma Pab do639e» 
bad 390680 qosbgoo990o ൭൦010 00100൬0൨ gago gobovb 
Jomo~m dh po 80అల్తుణల్ల 128 ദൃറയ്യൂനനര്‍യ്യ. ogam 3jobo» 
890900393e9930b 635296 6൮൫൯0൪൦1 3900330»350»b 890563300! 
gb ൭൭൨൮൪ Hg3mHeo Aw 3560393» 1988 (നറ dmymmgòymo. 
3093 336 qox» 90699399000 32693933»: bod 3306580 
00൦0൬6൪00൦ 300 damm ൬൬൭൭൦൬ 35goo3b gobnobo Jo- 
గ్రంల్లుల్ట్రలిం, Qag 16-2936 9000൭, 30069 door Igbyn@3qd0b Jogy- 
നനര്‍ം (Durden, 2021). 

൭105006090, ൫൯0 മൂന 6൦0൬00 Hobsboothy36e zədə- 
boob hmb gaggia ൬൦00൮൪൨൦, മൂ90നറ്റര്‍നയം oy 6൦ 363- 
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൫0൬06൨, q»390359$e»og 600൦0൦9൬ 0൦൬൩൨10001 əbə- 
698ob 6൭39൫ Igbomogedgoqoe@ »996033e»0 നാറ്റം po 
030൯0000 600൦0൦. gh ob ര്‍നനറററുഠം, Hmdg~@ng 90൭൬൭൪൨൦ 
bagobagóc ൬൭00൭6൪0 69906൦൦0 wo Hmdqmny 85909953- 
రాయ ౧౮66 2020 hob 0൭0൫-൭0൨൬0൨, Hage ൪൦൭ തറന 
,Job990»89" o ba35360-b5963039«»» 100൭0൯൪൦ de»ogó 
0jb» 908യുയുയറ. 9൦40൪ $3036»e»360 90329609» 3590go- 
gam ngbo boghom goddo 2,2 ൫൫൬0 Emoto. ന്നറ boao 
3963303b60e»0 ayo 9൯൦൬00) dnH@odn% OosboHngqdqo@: 
1200 യനന്ന൪റം meEgbmdom g033e» SHwobHy~@ ൦0)൪റ3൮൬ 
യ 500 qoq»»6o 353833303. 0൮൦0൦ gymdo 0ററഈ ,3366- 
Iga _bob gymob“ (Helicopter money) ఈఠ్యల్తు ణల, 01010 
890998» 6൫൭0൦൨൫൨ bapana ദലദു)൬8റ) ൦0 2൨൦00 9330»»93 
(൪൦൬൨൦0 9൬0൬൪൪ godogmgdoo). 

9009 3339 6980600 Jobe 3൪൫൫൦൪൭൭൨ ണ്ണയ gogg- 
dob Igdabgqg0ob »d56039«»9383 - 2008-2009 Hmgdob gobob- 
bag 3608obob hmb, dogéod dodob go@sbogdn d93600 
dnd ngm: 600 Emmohosdeg നെന o@odoo- 
69889 ఆం 300 ൯൪൬൦൭൦0൬) - 053833303. 

2020 fab 00൪6൨൪ ര്‍ന്ന ൬൩൧൭൬൬ (9659395 
3nbahabob 609330൬40൦ goadobs jobmbn ദുന0ധനനനറയറര്‍റ്റന 
5bo36359889 (Consolidated Appropriations Act — CAA), 
ര്‍നര്‍റൃനറ്റു ongomabhobzdoo dobsbe»3eobs po ൪0800 Jo- 
doo ൬൦00൭൦൪൪ മു) 306530:«-330090336 36090b50»6 
(9535390653900, doo dnb, Iobobemrgmdabs odo 06൫0൭60൨൯൪ 
gymal ൬൭൫൨൭൪൨൦. ദുന00റ്റര്‍നനറ്റര്‍റ 0»30»930639«»»o 939c- 
ററ്യാ൪ദൃനർ96 600 Emmet ൪൭ 86൫൬൦൭) ൬ dJerbobegd9 8౮ 
55356009300, 00൫൪൭0 (൫൭00 53063900 dJeonmbmg3@o 2000 
EMM. 6൦000 3366996936ob ദൃ 3sdeogo 0,9 ൭൦൭൬ 
യയാ (Papava ఈ Charaia, 2021). 

ളന ൪൫൭0൬000, dogngo 6» ൦൮൦൭ bobda, 9൮൬൫൦ »98-ob 
aba bob 998330900 30093 റ ൬00൦൪൨൮൪ 39൫0 8H- 
bob. 6 6൦൭൫ 0൦0൫0൦, 10 6൦6൫8 za ൦൫൪൯00൬൪൨൦ do- 
൬൭600 6നറ്റ)ന0൦ jobmbn CO VID-19-ob Ige@gaqdab 9060൪0൬൪48 
(COVID (Covid Relief Act, CRA), 9040൬00൦ ൭൦ dob 6935evo- 
8030089 1,9 ൪൪൬൬൪ pmol 10000൦. zobmbo Jwboomgb, 
63063 ,,A0@0Bgbab 5d96033«0 80880“ (Chikobava, 2020). 

160 deme wmmotab godeoyq6gd0 6536579330» dv- 
bobegedab 69050639983 a 6obo3o Abobo യ 3060036001 
൦08. 60൬൭00 »b33«»o do~mnhen emmoto గ్రైరిం- 
goooe»o» ൪0000൨ ൬100൭6൪൬൦൬, 3s6»bobob 93933 
bamegdob 8006360, bobymdfoge 0൬൨1൭൬൩൪0൮ még- 
൫൯൪01 godyohgðvðg qe bbg.. ౩౦౧690౧6౧0 bobg30689 9960 zo 
CRA-b goHgmgddo (൬൦൦0൬൪൨൦ 1 ൫൫൨൬൨൬0൨ ൬൬൦൭൨) 
- aeb33o3boe»os 0൯1൦0൬൯൪൨1 ൬100൦6൪൬൦൬. go393e»do 
യന്ന »996033e»ds los doopob hgga 1,4 vmbo 
യനന൭റ॥ eq9bo930o. ౧౦ (600൬ bobo 3366996936ob qv» 
(Katasonov, 2019). ന) ൭001൦, ൬൭05008൨൦0 ൬൦00൦0൪൨ 
a96330360e»o» $539853990bo3ob, 3939336005583 859530953383 
൭0൦0൦00001 ൫൦൫൪6൮൬൭൪൭൫ wo (35»333e»0 bog90»e»360 233- 
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ggdob Logo d39»35099383. ,go@oOhgbob 5896033«»0 agado“ 
റര്‍ംരഗൃനറം Ieobobengedab yggmodg mokanda bohowob (wo- 
60൬൪൨൦ Igbyog@o b»poc»ob) 90൦0൮൧൦6൦൬; 3]6336663- 
dob 90൬൦140൪൨൦, 600൬00൭0) 900൦016൨ fmol ൬൦00൨30൪൦0) 
(963, 2021 Pab 1 6൯0൪6൦0൬) od ൭0൮00൨൬൪൨൪ 099c5»3- 
൬൮൪൨0൬ sdomme@ gb 2096-00. 

6൦0൦൦൬00, అ) 3»«»3003e»oo gobo Pab dac ob 
domo CARES Act-ob 00൬൪0൮ 0൩0060൬0 8౧80౧606 
Pab dodo Covid Relief Act-ob 90൮൭൦0), 81260൬ 0൭ 
[ന guydtymmdn. ൬൦00൦0൪൨ yggmo dsogqgob me gbmdo 
9600 Heb 6൦00൬൪) 9റ൬൪)൬റ 39693300 poobmmgdno 5 
HOomombo ൬൭൬൬൦൭൫൨൦൭. Hobbs ദുനതന്രര്‍ന7൪റം. Jogomonoe, 
൦00-00 m3036»e»36 30329690 2019 [9൬% g39e»» 0൦൫൭൨ bo- 
06൦൩ MEgbmds gobabsdo3%s 4,4 Homb ൬൭൪൬൦൫൨൦. 3sdo- 
gob, Hed gabe» Heoboogob ൭6൭൬൪൦, 6ణక్యిల్తుంగ godoyor- 
gow agbo COVID-19-o»b po dob ൾന്റുറനൃ൪-൭3നർനര്‍റൂ൪ 
90൬00൦൪0 bodhdnmggmog, 40൪9൪ odd-ob 2019 Pob 
gobobbyho Pab 9032960b 35036 0൦0൭00. 

bo3dom@ ఉల్యాల్తుంం, qo3003»e»oo g39e»» 3൪൪49൭൭00 
gymal boghom ൧൪00൦, ఉణర్యిల్లుం some Pab 6൦0ഠറനര്‍) agbo 
89degogoe»o. y3gqqob9 06൨൫൦൬ 00൬൬൮൪0൦ obbo 1,5 ൫൫൨- 
mambo pmol ൬0൯൪൨൦. IgooMgdobagab: 0930033089 
wobabamHaqedn (8൦൪൨൫ 0൦6൭൪൨ yzgmoðg dbbgnmn bmn) 
൭060-01 q$39303609c»36 30329680 2020 Heaboogab gabab8do3% 
738 whe ErMograb ൩൬൮0൯൪0൦. 

39604൭900 gawob q95608390b 66060 6൨0060 
bob 730090, howd ob (൦60൯൮000 oho 90൬൬ bmn 
6൨൬൬൨൫0൭00 (൬൦൫൨൪൪൨൪ Opn) bodyomgðob, ൭൫൭0൮൬ 
0൯0൯0൨00 ൾറ6-൮൬റ൪റ്റര്‍റ 0bL739960bog. 0൯൦൬൮00൨ 
dog 9o9393«»o gm aboHggqdo [6൦൦൨൭ po bbgo bobo- 
BORZLMOE »7800»333e»0 66നയു്റ00001 90000584), Hodenrgdn;3 
(ంరరిణ్యట్యాల్తుంం 58560033«0 ൭൬0൬൨0 dpoodergdengdob 8036. 
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Technological progress on economic growth, connection between production and its intensification on non-production factors, and 
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INTRODUCTION 


The study discusses the topics of developing Georgia’s 
socio-economic development target function and its realiza- 
tion on the macroeconomic level. It is oriented towards 
maximizing social target accomplishment according to 
output and its usage in every direction, balancing labor 
and potentials. The resulting socio-economic macromodel 
will be used for interpreting base trajectory of Georgia’s 
development as the trajectory closest to the extremum. 
Based on this, the function was restored in accordance with 
trajectory and finally the parameters of target function were 
estimated. 

The optimization macromodel in its original form was 
used for rational distribution of resources in every direction of 
utilization and accumulation. Also, it was used for calculating 
rational rates and proportions of social targets. The dynamics 
of dual variables of the problem were used, more precisely, 
efficiency norm and its movement in the perspective. The 
results of socio-economic optimization are analyzed which 
is compared with the calculation based on production 
optimization considering technological progress. 

The macroeconomic model will take more consistent 
form if the optimization is directed not towards pure produc- 
tion targets but well-defined social-economic targets as well. 
Focusing on production target maximization was characteristic 
of sectoral management process, while social direction was 
financed based on residual principle. It is well-known that 
this made production maximization the main objective. 
Nowadays Georgia is focused on socially oriented market 
economy, the transition to which has not finished yet. At the 
scientific level this demands developing tools for defining 
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socio-economic goals and if possible, their quantification 
which might become a base needed for forming the focus of 
production system development. 


GENERAL FORM OF GEORGIA’S SOCIO-ECONOMIC 
OPTIMIZATION CRITERION 


The target function entails social welfare and attainment 
of comprehensive development. Let us characterize welfare 
at time t: 

1. Expanded consumption fund per capita ct, which 
also includes population's capital and current 
expenditure in the service sector; 

2. Average worker's labor time fund as yt share of 
time. While ultimate wellbeing, which indicates the 
ultimate level of welfare category, corresponds to 
maintaining consumption in accordance with ratio- 
nal norms. 

Measuring 6 consumption fund in fixed prices (we 
operate on physical amount of this fund), we will be able to 
calculate the fund's actual amount C, by multiplying natural 
norms of consumption by these fixed prices and summarizing 
them according to every type of consumption good. 

This is how we will get that the comfort condition of 
an average worker with respect to his/her employment is 
reached at the target level of working time (for instance, 
three days of leisure per week). 

Therefore, we can equate reaching social consumption 
targets with reaching such a structure of production and 
productivity that consumption is c, and time expenditure on 
labor is X. 
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As for the comprehensive social development, we 
will firstly note that development through regular learning 
might be attributed to one form of service and be involved 
in consumption of service or non-productive consumption. 
There is a social aspect of comprehensive or mainly spiritual 
development category. It is measured by the quality of scien- 
tific-educational and administrative development. Indeed, 
the higher the share of people prone to these kinds of activi- 
ties, the higher social intellectual potential will be put at play. 
This can be considered as an important and economically tan- 
gible aspect of spiritual development. Let us denote the share 
of people employed in scientific-educational and admini- 
stration spheres (intensification fields) by M then the general 
form of the target function at the macro level will take the 
following form: 

Ut=u (c, xf, 4°) > max 


Specification of the target function should be based 
on the fact that social targets are dual: consumption, which 
is measured by consumption level per capita (including 
consumption of leisure time) — they are characterized by final 
level, existence of saturation level; and spiritual, which is 
determined by social structure and not by individuals — they 
are characterized by theoretical possibilities of indefinite 
growth, which is given by genetic funds and economy. The 
final state puts consumption dependence to inferior rather 
than superior position, which is the case in “consumerist 
society” and which has a big perspective later, once the final 
satiation level has been reached. 


MODEL REALIZATION 


Traditional macro models — regular Cobb-Douglass pro- 
duction function with autonomous technological progress 
— take us to diminishing capital-output dynamics, which is 
its main flaw. It would be interesting to analyze dynamics of 
capital-output according to general macro model. It turns out 
thatforthe optimization variant, which shows us its trajectory, 
is in reality characterized by increasing capital-output. This 
may be attributed to qualitative increase of production 
factors, the representation of which is impossible by neutral 
technological progress of Tinbergen's factors. Theoretical 
generalization of economic growth trajectory possibilities 
with increasing capital-outputs should be discussed as 
qualitative accomplishment of generalized model. 

As we have seen target function and macroeconomic de- 
velopment optimality integral socio-economic parameter have 
been developed. The evaluation of target function parameters 
was based on base sections of the trajectory, assuming that the 
perspective trajectory would continue with the same phase. 

Optimality criterion evaluates economic growth in the 
following two directions: 

Welfare might be specified as reaching the final level of 
non-productive consumption of material goods. With the aim 
of representing this category in the target function the follow- 
ing indicator was constructed: weighted algorithm of squares 
of deviation of current and half long-term goods' factual con- 
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sumption from its normative level. To this indicator an analo- 
gous sum should be added which will measure social effects of 
deviation from normative levels of long-term consumer goods 
and real term representation of social infrastructure funds. 

Spiritual development condition with first estimation 
can be reduced to two indicators: labor time fund per worker 
and development of educational, scientific, cultural and 
administrative fields (according to relative employment level 
in them). Apart from this, state consumption maximization 
(in certain proportions) might be ascribed to the overall 
objective of economic development. 

Model may not be used for direct calculations without 
estimation of optimality criterion parameters. The values of 
these parameters are chosen so that extremum point in the 
base interval will best correspond to trajectory. For this, an 
inverse problem of the original optimization will be solved in 
the retrospect. 

For solving the inverse as well as the original problems 
the package for nonlinear optimization analysis of economic 
models was used. 

Basic and dual variables ofthe original problem, as well as 
its optimality conditions largely exceed unknown parameters 
of the target function. This means that the inverse function 
is over specified. For these circumstances the parameters 
were found under the condition that the sum of squares 
of derivatives of Lagrange function of the original problem 
according to its basic and dual variables will reach minimum. 
After prolonging target function parameter estimates in the 
perspective the original problem was transformed into a 
classic problem of nonlinear conditional optimization which 
was solved using the above-mentioned package. Solving the 
direct optimization problem yielded macroeconomic forecast 
indicators of Georgia's socio-economic development. This 
allows usto analyze main trends ofthe country's development. 

Economic sustainability of GDP growth rates depends 
on GDP expenditures, or the growth structure of economy 
and its productivity. The higher the share of investment in 
capital and the lower its share in private consumption with 
respect to GDP, the higher the economic sustainability and 
consequently, quality of economic growth. Georgian economy 
is characterized by excessive consumption (absorption), which 
means that domestic demand exceeds the good and service 
supply capacities of the local economic sector. The overall 
demand is very high and constitutes 8596 of the total GDP 
which is an indication of low-quality growth. When the ratio 
of consumption and saving is leaned in favor of the former it 
means that current generation is living at the expense of the 
future generations which will negatively affect wellbeing of the 
latter. This means that we are consuming more than we should. 

Resolution of the optimization problem resulted in obtai- 
ning forecasting indices of macroeconomic dynamics that 
permit an analysis of the main development trends in Geor- 
gia's national economy until 2030. The main conclusions 
drawn from the forecasts produced are as follow: 

Socioeconomic optimization that forms the consumption 
goals of economic development leads to surplus grown of 
GDP and the consumption fund. According to the results of 
social optimization, when the consumption fund amounts to 
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21.5 billion GEL, the population's rational demands for goods 
and services can be met. Production optimization, on the 
other hand, with a constant standard of accumulation led to 
an increase in the consumption fund to 24 billion GEL, that is 
to unsubstantiated hypertrophy of consumption; 

Production optimization disregards the interests of spiri- 
tual, scientific-educational, and cultural development. Accor- 
ding to its results, the optimal percentage of employment in 
the scientific-educational and cultural-management sphere 
in 2030 will amount 2196; in corresponding conditions this 
index equal to 2896; 

Socioeconomic optimization ensures the necessary in- 
crease in room for individual development in the form of free 
time. According to its results, by 2030, it may be possible to 
have a four-day work week with a 7-hour workday. 

Based on the calculations carried out with the macro- 
economic model we tried to explain how sustainable Georgian 
economy is and whether Georgian government's current 
economic policy is adequate and consistent for economic 
growth. What institutional changes are needed to make the 
growth of population wellbeing an irreversible process. 

Country's economic development depends on not only 
quantitative but qualitative indicators of growth. Only high- 
quality economic growth can turn into economic development. 
On the other hand, economic development is of high quality if 
it is sustainable, accompanied by structural improvements and 
innovations. We will briefly discuss three important aspects of 
economic growth that are preconditions to significant progress: 

For sustainable economic development inflow of inves- 
tments is crucial. Significant share of foreign direct investment 
flowing to Georgia is directed towards non-trade sectors. As 
local producers lack the capacities needed to locally produce 
goods that constitute an important part of imports, GDP 
growth stimulates import growth rather than local real sector. 
Georgia is characterized by labor force moving from production 
to service sectors which, on one hand, indicates improved 
distribution of resources and, on the other hand, indicates that 
the share of tradable goods is decreased in GDP. In Georgia 
economic growth is very loosely linked with SME development. 
Recently, Georgia was characterized by an insignificant increase 
in labor productivity, however, we significantly lag behind 
developed countries in terms of this indicator. The indicator 
denotes the level of labor education and their equipment with 
modern technologies. In order to improve in this direction, 
science-related sectors need to develop in Georgia. 


Innovations imply generation of scientific-technological 
achievements and their implementation in production which 
is a prerequisite for economic progress. Innovation quality is 
measured by the share of research and development (R&D) 
expenditures in GDP which stands at 0.396 in Georgia, while it 
is about 3-496 in developed countries. 

One of the indicators of social stability is GDP per capita 
according to which Georgia takes one of the last positions among 
transition economy countries. This indicates low advancement 
in terms of human development. The indicator in Georgia is 5 
times less compared to Easter European countries and 10 times 
less compared to developed states. The reason for this is that 
Georgian economy underwent a prolonged (5 years) and deep 
(almost 75%) contraction. In 2000 Georgian real GDP was only 
30% of its 1990 level. In the coming years economic growth 
needs to be stimulated and long-term stable growth rates 
need to be restored. The polarization of population income 
distribution should be put to end by imposing progressive tax 
system. In Georgia middle-income group of society has not 
formed yet (5-7% in Georgia vis a vis 65-70% in developed 
countries), which is still unable to take the role of avant-garde 
in the society. Reducing inequality, poverty and unemployment 
is still one of the stressing problems that Georgia is facing. 
Without solving these problems, it will be impossible to induce 
social solidarity of the society and ultimately to reach higher 
levels of wellbeing. 


CONCLUSION 


To conclude, economic policy of the Georgian govern- 
ment should be directed towards achieving inclusive growth 
which will guarantee that economic growth and enhancement 
is reflected in the wellbeing of every citizen in real terms. 
Government programs of economic and social development 
should be detailed in terms of timeline so that people can 
regularly monitor what has been done. This will help people 
make proper decisions during elections. Discussed macro 
model of Georgia’s socio-economic development and the 
obtained results allow us to estimate the current stance of 
Georgia’s economic and social development and timeline for 
reaching target indicators with concrete parameters. More- 
over, it allows us to make estimations by correcting growth 
trajectory based on existing and attracted resources. 
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Abstract. The crisis caused by the Covid-19 pandemic has not only economic character, it is multifaceted, so ways to 
tackle the problem are more complex and ambiguous. Measures to protect the health of the population often comes into 
conflict with economic recovery measures, which raises the issue of their proper balancing. At the same time, financial, moral 
and material support should be provided to the vulnerable sections of the society, at the same time, the party creating the 
demand for labor should be encouraged to maintain jobs. Recovering the economy requires a comprehensive and consistent 
strategy based on the interests of each citizen. It is important to have an active social dialogue between employers 'and 
entrepreneurs' organizations and employees. These measures are relatively easy to implement for countries with high 
incomes and developed economies, while for low-income countries, the use of fiscal and monetary policy instruments is 
limited and therefore becomes a more difficult process. In such a case, it is recommended to differentiate the directions of the 
state employment policy according to the priority. The first line of action in the conditions of the covid-19 pandemic should 
be to stop the growth of poverty caused by declining employment income from reduced employment. As mentioned above, 
the government's anti-crisis plan even provides for passive policy measures and appropriate funding. However, it should 
be noted that the simplification of bureaucratic procedures related to the issuance and administration of targeted benefits 
would also be desirable. The activation of passive policy has accelerated the "formalization" of informal employees, it is 
recommended to continue working in this direction through a different prism to prevent the growth of precariate in the labor 
market. It is advisable to increase the number of jobs in the formal sector, to adequately remunerate the qualifications and 
energy expended, to create normal working conditions and to provide real protection of the labor rights of the employees. It 
is recommended to finance various projects and startups to promote self-employment and motivate the unemployed people. 
An important measure is the systematic research of labor market needs, which creates a clear picture of the requirements in 
the field of employment in the policy-making process and is a vector in the planning of training relevant qualified personnel. 
The latter will help to eliminate the most important problems of the Georgian labor market - the imbalance between labor 
demand and supply. 
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Abstract. The rapidly accelerating globalization process in the 21st century, advances in technology and science, and other 
developments related to these processes have posed hitherto unknown challenges to our country's education system. Therefore, 
at the current stage of the country's development, the main challenge of the Georgian higher education system should be 


considered to improve the quality of education. 


However, the effectiveness of the higher education system depends on a large extent on the optimal distribution and 
efficient use of monetary resources between the various links and field of the education system. 

Based on the study, generalization and research of the above-mentioned issues in the article, the main factors, influencing 
the development of organizational leadership and educational space in Georgia, were identified. 

The aim of this research is to determine the compliance of the Georgian educational system with the international principles 
and to identify the model of a successful university with a significant impact in this direction. Also, based on the generalization 
and evaluation of the experience of foreign universities, active use and implementation of leadership strategies in Georgia. 

The aim of research is to identify the challenges of the Georgian education system based on the generalization of modern 


leadership practice. 


The object of research is Georgian and foreign educational institutions. 
The subject of research is to study and identify the factors that have a positive and negative impact on the development of 


the Georgian educational system. 


The research is based on analysis and synthesis, as well as graphic representation, comparison and other methods. 


KEYWORDS: EDUCATION SYSTEM, EDUCATION REFORM, EDUCATIONAL SPACE, HUMAN GAPITAL, 


LEADERSHIP, MANAGEMENT. 
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There has always been an interest in leadership practices 
from the public. People have been trying to figure out the 
values and qualities that a successful leader must possess. In 
recent decades, people's interest in effective leadership has 
grown even more, due to an unequivocal link between the 
successful functioning of the organization and well-conducted 
leadership, as well as effective internal organizational 
activities (Hallinger, 2011). 

Rather than talk directly about modern leadership 
practices and their significance, it is important to clarify 
what is meant by the term. It can be said that there are 
many definitions of leadership and maybe every person has 
a different association when they hear this word. However, 
it should be noted that in this paper we consider leadership 
not as a trait but as a process involving a group of people 
who share a common organizational interest and goals 
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(Arnold, 2017). We consider leadership as a process when a 
particular person turns people employed in the organization 
into accomplices in order to achieve a set goal through joint 
effort, which will be beneficial for both the organization and 
the individual people employed in the company. The main 
function of a leader can be perceived as follows: to motivate 
the people around him to achieve a common goal and to 
create the most comfortable working conditions for them 
(Bolden, 2004). 

Thus, leadership is a complex process. The leader 
has special qualities that stimulate him to motivate other 
individuals to implement the set strategy. When talking about 
modern leadership practice, it is important to outline the key 
features of organizational performance. In this regard, the 
formation of the culture and vision of the organization is 
essential. 
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In order to be considered as a successful one for an 
organization, it must be constantly evolving. The foundation 
of every organization is a person and a group of people who, 
over time, shape the culture of the organization as a result 
of their activities. Establishing an organization culture is 
impossible without a clearly defined vision. One of the main 
purposes of modern leadership is to establish a common 
vision, attitudes and common cultural values in organizational 
activities (Civil Service Bureau, 2020). 

However, leadership can be thought of as a process of 
transformation, when the leader stimulates like-minded 
people to maximize their potential. However, leadership is a 
skill based on a person's knowledge and experience. 

Leadership can also be seen as a process in which a 
particular person influences a group of people to achieve a 
common goal. 

However, it should be noted that the relationship 
between the leader and his followers is not one-sided. 
Whereas, on the one hand, the leader influences his asso- 
ciates as well as, to some extent he also occurs under the 
followers' influence, which serves the common goal. Thus, 
there are similarities and differences between management 
and leadership. 

Proper use of modern approaches to leadership is 
especially important in the educational field and educational 
institutions. In 2005, Georgia joined the Bologna Process, 
which aims to maximize the compatibility of the Georgian 
educational space with the European space. All above 
mentioned considered a fundamental change in the existing 
education system in Georgia (Kikoria et al., 2019). In order to 
escape from the chaos created in the Georgian educational 
system in the post-Soviet period, it was extremely important 
to be actively involved in the Bologna process and to 
introduce the methods and practices that were actively used 
in European countries (Lezhava, Amashukeli, 2016). 


Basic Concepts and Approaches to Leadership 


Leadership theory is divided into three main types - sign, 
behavior and situational theories. One of the oldest theories 
is the "Great Man" Theory. Based on this concept, people are 
born as leaders. According to the followers of this theory, 
the starting point of leadership is directly determined by the 
personality traits and characteristics. This approach is also 
called the "big personality" theory, based on which, a leader 
is distinguished from his peers by his abilities and personal 
qualities. The main characteristics of a leader are intellect, 
dominance, persuasiveness, high activity and knowledge 
needed to solve a specific problem (Madanchian et al., 2016). 

There are many definitions of a leader. According to 
Plato, in the role of a true leader is a person who is constantly 
focused on his own development and progress. Therefore, 
leadership belongs to the person who, along with the 
acquisition of knowledge, has the ability to self-realize. Plato 
considered these individuals to be people who had the ability 
to foresee eternity (Takala, 1998). 

The theory of the leadership sign was explored by the 
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German sociologist Max Weber. In his view, for a charis- 
matic leader, supernatural and superhuman qualities are 
remarkable. In view of the all above mentioned, the society 
expresses special respect and awe towards the leaders of 
this category (Breuilly, 2011). It is also noteworthy that 
charismatic leaders are characterized by a desire for power 
to achieve a goal. 

Kurt Levine, based on his research on the decision- 
making style, distinguishes between a group of authoritarian, 
democratic, and liberal leaders (Billig, 2014). 

As usuall, any organization, depending on its strategy, 
with the support of the leader tries to deal with the 
challenges facing him. In particular, it assumes responsibility 
for the implementation of a strategy, solving the problems 
of its subordinates, conducting negotiations, acting as an 
arbitrator, reaching a consensus and etc. 

In the process of implementing the organization's strat- 
egy, the leader as a manager has the following key functions: 


e Be constantly informed about current processes; 

e Forming a common organizational vision and cul- 
ture that ensures sustainable development and 
successful functioning of the organization; 

e Adapting to constantly changing environmental con- 
ditions and ensuring the introduction of innovations; 

e Ease of conflict situations and prevent possible 
aggravation of the situation; 

e Make changes to the strategic plan according to the 
situation. 


When researching the characteristics and regularities 
of leadership, it is important to identify the characteristics 
of leaders' behavior, in particular, "employee orientation" 
and "production orientation". Whereas leaders who are 
production-oriented consider the fulfillment of the tasks set 
before them as a top priority. Based on the above mentioned, 
they consider employees only as a means for achieving a goal. 
However, as a rule, preference should be given to cooperation 
orientation, as focusing on employees usually ensures high 
productivity of team members. 

Also of interest is the two-dimensional vision of a leader- 
ship style, developed by Ohio State University researchers Rob- 
ert Blake and James Mouton, based on both "caring for people" 
and "caring for production" and suggests "employee orienta- 
tion" and "production orientation". (Cai, Fink, et al., 2019). 


Peculiarities of transformational leadership 


Talk of leadership transformation style first began in the 
late 1970s, and in the early 1990s the latter emerged as one of 
the main directions of leadership (Eerkens et al., 2010). 

Transformational leadership is considered to be the most 
effective way to meet the challenges of today's fast-changing 
world, as its essence lies in the fact that organizations are 
able to quickly adapt to the ever-changing world and select 
the most effective style of organizational business at the 
moment. 
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Transformational leadership style focuses on restruc- 
turing the organization and developing a new, more effective 
vision (Warrilow, 2009). 

According to this theory, at the initial stage, a transforma- 
tional leader works with a group of people to identify organi- 
zational challenges and problems. Then develops a common 
vision, draws up a concrete action plan, and begins to make 
changes at the expense of inspiring and motivating other people 
employed in the existing organization (Klingborg et al., 2006). 

Institutional managers who use the leadership transfor- 
mational style to achieve specific results, focus on the individ- 
ual level of motivation of the people employed in the organi- 
zation, which plays an important role in shaping the overall 
organizational vision and achieving goals in a short period of 
time (Korejan et al., 2016). 

Transformational leadership stands out from other con- 
cepts of leadership in terms of its complexity and the devel- 
opment of heterogeneous ways of solving the problem. In 
contrast to traditional leadership approaches, transforma- 
tional leadership focuses on adapting and transforming an 
organization's behavior in ever-changing environmental con- 
ditions (Mohammed et al., 2018). 

The concept of transformational leadership is particularly 
important in the context of the Georgian educational space, 
since the latter joined the Bologna Process in 2005, aiming at 
fundamental reform of the education system and bringing the 
Georgian educational space in line with the European educa- 
tional space (Lezhava, 2016). In turn, the practice of effective 
leadership plays a crucial role in achieving the above goals. 


CONCLUSIONS AND RECOMMENDATIONS 


Leadership is a complex process. The leader has special 
qualities that stimulate him to motivate other individuals to 
implement the strategy. When talking about modern lead- 
ership practice, it is important to outline the key features of 
organizational performance. In this regard, formation of the 
culture and vision of the organization is essential. 

One of the main purposes of modern leadership in orga- 
nizational activities is to establish a common vision, attitudes 
and common cultural values. 

When researching the characteristics and regularities 
of leadership, it is important to identify the characteristics of 
leaders' behavior, in particular, "employee orientation" and 
"production orientation". Whereas leaders who are produc- 
tion-oriented consider the fulfillment of the tasks set before 
them as a top priority. Based on the above, they consider em- 
ployees only as a means to achieve a goal. However, as a rule, 
preference should be given to cooperation orientation. 

In order to escape from the chaos created in the 
Georgian educational system in the post-Soviet period, it was 
extremely important to be actively involved in the Bologna 
process and to introduce the methods and practices that 
were actively used in European countries. 

Transformational leadership stands out from other con- 
cepts of leadership in terms of its complexity and the develop- 
ment of heterogeneous ways of solving the problem. In con- 
trast to traditional leadership approaches, transformational 
leadership focuses on adapting and transforming an organiza- 
tion's behavior in ever-changing environmental conditions. 
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Abstract. The activities of the budget institution are directly related to the society and each successful step is aimed at 


the development of the country. An effective system of internal control is the main lever for managing and minimizing the 
risks in budgetary institutions. That is why the study and elimination of problems and shortcomings related to internal control 
will functionally strengthen this system, which will have a positive impact on the efficiency of the functioning of budgetary 
institutions. The results of the research work and the recommendations developed based on it, will help budget institutions 


to improve the internal control system and, consequently, to manage risks. 
Resources in the public sector are created based on public money and therefore should be used in the public interest. 
That is why it is very important in the public sector to control the acquisition, use and protect the existing resources, which is 


regulated by the internal control system. 


The article deals with the issues of an effective internal control system and its quality assurance in Georgia. The paper 
discusses the importance of the internal control system and its components, the role, and importance of quality assurance of 
the internal control system about the identified problematic issues. The role and benefits of internal audit as an integral part 
of the internal control system are evaluated and analyzed on the example of the Georgian budget institution. 

Based on the conducted research and analysis, relevant conclusions have been made and problematic issues related to 
the internal control systems in the budget sector of Georgia have been assessed. 
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INTRODUCTION 


The internal control system in public institutions is one 
of the main levers for managing existing risks and minimizing 
it. Lack of internal control in budgetary institutions, complete 
or partial disruption, poses certain risks to the transparency 
and accountability of budget expenditures. 

Having a comprehensive internal control mechanism is 
especially important for a developing country like Georgia. 

Although the establishment and development of an 
internal control system in Georgia is not a small amount of 
time, there are still problematic issues that require finding 
and improving solutions. The existence of problematic issues 
is also because budgetary institutions are characterized by 
risks such as improper, uneconomical, unproductive mana- 
gement of budget funds, corruption, misappropriation, and 
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others (Udesiani, 2015). At the same time, there is a high 
public interest in Georgia regarding the ongoing processes in 
budgetary institutions and the rational management of bud- 
getary funds. 

An effective system of internal control is the main 
lever for managing and minimizing the risks in the country's 
budgetary institutions. Therefore, the study and elimination 
of problems and shortcomings related to internal control will 
functionally strengthen this system. 

The financial management reform in Georgia began in 
2007, when a financing agreement was signed between the 
Government of Georgia and the European Commission to 
support Georgia's financial management reform (Gongadze, 
2012). These were the first steps in establishing an internal 
financial control system in our country and, consequently, in 
introducing an internal control system. Later, the adequacy 
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of the state internal financial control system became a kind 
of indicator to assess the effective functioning of the public 
institution (2018 Consolidated Annual Report ..., 2019). 

Initially, there were three main conditions for the 
institutional development of state internal financial control: 
the establishment of an appropriate legal framework, internal 
audit entities, and a harmonization center. 

In 2009, the Ministry of Finance of Georgia developed a 
strategic document "On Public Sector Financial Management 
Reform" (2009-2013), according to which it was planned 
to establish and develop an internal control system in the 
public sector. This strategic document included a five-year 
plan and measures for the establishment of internal control 
mechanisms in the country, based on the concept developed 
by the European Union on Public Internal Financial Control 
(PIFC) and the guidelines and standards of the International 
Organization of Supreme Audit Institutions (INTOSAI) for the 
public sector. In addition, a draft law on State Internal Audit 
and Inspection was drafted in June 2009, which was later 
approved by the Parliament of Georgia in March 2010. 

The law provided for the establishment of internal 
audit entities in the Ministries of Georgia, the Ministries of 
the Autonomous Republics, local self-government executive 
bodies - boards (city halls) and legal entities under public law. 
It regulated the functioning of each such entity, the rights 
and duties, the principles of responsibility and independence. 
Currently, the same issues are regulated by the Law of 
Georgia on State Internal Financial Control ((Law of Georgia 
on State..., 2010). 

In parallel with the introduction of the internal control 
system, the Georgian legislation was improved and underwent 
anumber of changes. Relevant legislative acts were developed 
in stages and Action Plan for the Development of the State 
Internal Financial Control System and others. 

Within the framework of the above-mentioned reform, 
internal audit entities were gradually established in the 
budgetary institutions of Georgia, which are an integral 
part of "monitoring" according to the COSO model (internal 
control framework form) and which play an important role 
in promoting the implementation of internal control. It is an 
independent, objective, the persuasive and consulting activity 
aimed at improving the activity, ensuring the achievement of 
its goals, and the complete fulfillment of its tasks. It evaluates 
and improves the effectiveness of risk management, control, 
and governance processes with a systematic, disciplined and 
organized approach. 

Subject and object of research. The subject of research 
is the assessment and analysis of the quality of control 
mechanisms in budgetary institutions. The object of research 
is internal control systems and their effectiveness in budgetary 
institutions. 

Research Methodology and Methods. The methodo- 
logical basis of the research is International Standards on 
Auditing (ISA), standards of the International Organization 
of Supreme Audit Institutions (INTOSAI), international and 
locally developed methodologies, manuals and instructions, 
legislative and normative documents, researches and works 
of Georgian and foreign scientists, results of research and 
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audits conducted by various non-governmental or govern- 
mental bodies, reports and other public information devel- 
oped by relevant organizations. 


Research analysis 


We started the analysis of the internal control system 
in the budgetary institutions of Georgia by studying the 
provisions of the Internal Audit Department of the same 
institutions, as the internal audit is an integral part of the 
internal financial control system and at the same time, great 
resources are spent for its introduction and development. In 
the first stage, we took several ministries. Since the Ministry 
of Finance of Georgia facilitates and ensures the introduction, 
development, and functional improvement of the state 
internal financial control system in the institutions and the 
coordination of these issues, we considered it expedient to 
first evaluate the statute of this Ministry. 

The Statute of the Internal Audit Department of the 
Ministry of Finance of Georgia was approved on October 
22, 2010 by Order N801 of the Minister of Finance. It was 
established on the basis of the Law of Georgia on State 
Internal Audit and Inspection in force at that time and its 
main goals and objectives were defined as: 

1. Promoting the efficiency and effectiveness of the 
functioning and management procedures of the Ministry 
system (Order N801 of the Minister of Finance ..., 2010); 

2. Examination of financial resources, material values, 
intangible assets of other property, use, management 
and protection of legality, purpose, expediency, economy, 
and efficiency, compliance with applicable law, as well 
as accounting and study of existing risk, accounting, and 
financial statements. ldentify, evaluate the factors and 
develop appropriate strategies and recommendations for 
their management, the implementation of which will help 
the Ministry to achieve the set goals; 

3. Responding to the law in connection with the facts of 
misconduct and preventing such misconduct. 

The above-mentioned regulation also defined the 
structure of the department, which included the following 
structural units: 


e Inspection Division; 
e Monitoring and Internal Control Division; 
e Risk Study Division. 


The statute of the Internal Audit Department of the 
Ministry of Finance of Georgia has undergone 9 changes so 
far and the structure, functions and terms of the Department 
have been changed. Also, by the Laws of Georgia on Internal 
Financial Control and the Civil Service Law, the Regulation 
was periodically amended to comply with current legislation. 

Currently, there are 2 divisions in the Internal Audit 
Department of the Ministry of Finance of Georgia - inspection 
and assurance services, which carry out their activities within 
the framework of their functions and duties. 

The next ministry whose analysis of the regulations of 
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the Internal Audit Department is the Ministry of Education, 
Science, Culture, and Sports of Georgia. His discussion is 
interesting in the sense that he was involved in the reform 
process from the very beginning and was introducing and 
introducing innovations in pilot mode, for example, such as 
information technology audit, system audit, efficiency audit. 

The Statute of the Internal Audit Department of the 
Ministry of Education, Science, Culture and Sports of Georgia 
was approved by the Order N65 / N of the Minister of 
Education and Science of Georgia on August 4, 2010. This 
regulation was declared invalid on May 3, 2012 and the new 
regulation of the Internal Audit Department was approved 
by Order N89 / N. Last regulation was declared invalid on 
February 2, 2019 and the new regulation of the Internal Audit 
Department was approved by Order N11 / N. 

According to the regulations approved in 2010, the main 
objectives of the Internal Audit Department are: 

Improving the activities of the Ministry through the 
systematic, complex study of issues and risk management, 
control and evaluation of governance processes, improving 
financial management, promoting the legality of spending 
and using funds, other tangible assets, protecting the 
purposefulness and efficiency, producing legal procedures 
for the functioning and management of the Ministry. And 
elimination and prevention of functional defects; 

Ensure that the Ministry monitors the strict implementa- 
tion of the laws of Georgia, the decrees of the President of 
Georgia, the decrees of the Government of Georgia, the 
orders of the Prime Minister, and the legal acts of the Minister. 

As the analysis showed, the statute of the Internal 
Audit Department of the Ministry of Education and Science 
underwent a fundamental change in 2012, changing the 
general statute, main tasks, functions, rules of internal audit, 
and more. The basis for this was the Law of Georgia on State 
Internal Financial Control (Order N89 / N of the Minister of 
Education ..., 2012). 

For the current period, the Ministry of Education, 
Science, Culture and Sports of Georgia has three structural 
units - Internal Audit Division, Analytical Division, and 
Inspection Service. Each of them carries out activities within 
the framework of their function-duties. The Internal Audit 
Division (Order N11 / N of the Minister ..., 2019) conducts 
compliance, financial, systemic and performance audits, as 
well as monitoring, following approved strategic and annual 
plans. At the same time, it constantly raises the qualification 
of employees and introduces a form of self-assessment to 
ensure and improve quality. 

To assess the issues related to the development of 
internal control throughout Georgia, we also analyzed the 
regulations of the municipalities, the City Hall internal audit 
services, and the changes made in it. As the analysis showed 
most of them were approved in 2014. 

It is also interesting to note that in some cases the 
provision contains such records as: 

- In carrying out the assigned tasks and functions, the 
Service is authorized within its competence to conduct 
internal audits/inspections. Onthe facts of actions (Resolution 
N11 of the City Council of Akhaltsikhe ...); 
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- Another example is when the Monitoring, Internal 
Control, and Inspection Department was established in the 
City Hall and, consequently, the rights and responsibilities 
were written together when the internal audit and inspection 
were functionally completely different. In one case, on 
January 12, 2018, the statute of the Internal Audit and 
Inspection Service was approved, according to which it was 
determined that the Service has one structural subdivision - 
the Monitoring and Inspection Division. The main functions 
defined in this section are also important. 

The main functions of the monitoring and inspection 
department are: 

A) Develop recommendations to increase the economy, 
efficiency, and productivity of the City Hall; 

B) Assessing/monitoring the compliance of the activities 
of the City Hall bodies with the legislation of Georgia due to 
the specifics; Monitoring compliance with the requirements 
of the legislation, analysis of expected violations and/or 
shortcomings and their prevention; Submit relevant recom- 
mendations to the Mayor; 

C) Monitoring the further implementation of the recom- 
mendations developed and issued by the Service; 

D) Cooperate with state bodies, public representatives, 
non-governmental organizations, and mass media within its 
competence. 

Since, the effective functioning of internal audit as an 
important part of the internal financial control system is an 
important issue for achieving the set goals and objectives, 
we consider it expedient to properly define and develop 
their function in budgetary institutions, as internal audit For 
this, it is important for senior management to ensure the 
independence of internal audit, for which, first of all, internal 
audit should be separated from inspection. In addition, it is 
important for the internal audit to fulfill the requirements 
set by the legislation and standards and to fully perform its 
function - internal audit. 

The analysis of the regulations showed the existence 
of problematic issues, so we considered it expedient to 
further evaluate the existing internal control systems in the 
municipalities. Because the municipalities were involved in 
the study only at the in-depth interview stage and due to the 
non-publicity of the information, the results of their activities 
could not be used (Measuring the Effectiveness of the Internal 
.. 2016). Reports on audits conducted in 2014-2015 and 
2016-2017, activity reports of the State Audit Office for 2016- 
2019, as well as the results of audit audits of municipalities 
published in 2016-2020. 

Across the country, the evaluation of the internal control 
system of municipalities reveals some thematic problematic 
issues that have a significant impact on the misuse and 
misappropriation of budget funds. For example; 

e Violations in public procurement management: 

Various violations were revealed in the public procure- 
ment management process due to the following reasons; 

e Budget funds are transferred without complete 
documentary substantiation; 

Unreasonably increased workloads and unit values. 
Unpaid work is remunerated; 
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Weak control mechanisms are used in the process of 
planning and execution of work; 

Changes in the timing of the work were made without 
proper justification, due to which the penalty sanctions pro- 
vided by the contract were not applied; 

The works specified in the contract are completely or 
partially unfulfilled. 


It is also important to note that the current situation 
has not improved over the years. The results of the audits 
conducted in 2016-2017 reveal similar types of violations in 
the process of public procurement management, the total 
amount of which amounted to more than 33 million GEL. 

The reason for this issue can be considered several 
factors, among which, in our opinion, one of the most 
important is the inefficiency of internal control in budgetary 
institutions. In the first stage, if we consider the issue in terms 
of the functioning of internal audit and take into account that 
these gaps are not found in internal audit reports, we can say 
that the functioning of internal audit in the organization is 
ineffective because it fails to achieve its goals and objectives 
(Report of the State Audit ..., 2015). 

In particular: 


1. Public procurement issues, especially when there are 
no effective and adequate control systems in the organization, 
are high-risk carriers. If the internal audit were to analyze 
the risk, then the public procurement process should be 
considered as one of the riskest processes, because it, in 
turn is associated with risks such as inappropriate, irrational 
and uneconomical spending of budget funds, restriction of 
competition, the possibility of legal dispute, financial loss. 
And so on. 

2. If we consider the case that the public procurement 
processes were included in the audit, then the issue is 
different - given the above shortcomings, the internal audit 
was conducted without risk analysis. 


It isimportant why we make such an assessment of this 
issue. The reasons are as follows: 

- The audit of the public procurement process covers 
all issues from procurement planning to settlement. It is 
quite a complex process and is characterized (Udesiani, 
2015) by many risky subprocesses. For example, the lack 
of procurement planning rules, which in turn is associated 
with inefficient planning, the risk of breaches of monetary 
limits, etc; Inefficient market research system, which in turn 
is associated with the risk of uneconomical and irrational 
spending of financial resources, etc.; Ineffective control 
system of contract execution, which is related to the risk of 
irrational and inappropriate spending of financial resources, 
etc. During the audit, each stage and issue is analyzed with 
relevant evidence. If the public procurement process were 
to be adequately studied (International Standards..., 2011) 
the settlement issues under the contracts would have to 
be addressed on an appropriate basis, which would have 
resulted in these issues being reflected in the audit report 
and relevant recommendations developed. 
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As for the unreasonably increased workloads and unit 
costs, this problem is also detected after the study/analysis 
of the grounds for changes to each contract. However, 
in addition to the significant problem of what is called 
inappropriate and irrational spending of budget funds, there 
is a problem related to internal control, which should also be 
addressed during the internal audit. An existing issue requires 
further study and a search for the reasons why things led to 
the existing one. As mentioned in previous chapters, the 
internal financial control system is not just an internal audit, 
an important role is played by the management. Accordingly, 
the analysis of the existing problem would make it possible 
to clearly identify the shortcomings that would be related to 
the weakness or non-existence of internal financial control. 
Another important issue that needs to be assessed during the 
internal audit is the risks of corruption and fraud, especially 
given the fact that unperformed work has been remunerated 
(Resolution N133 approved ..., 2017). 

Deficiencies related to the weak control mechanisms 
used in the planning and execution process can be identified 
after the internal auditors have studied/analyzed the basics 
of each public procurement planning and implementation 
phase. It is also important that to adequately assess the pro- 
cesses, internal auditors use a variety of methods, interview/ 
survey, observation, and so on. These methods allow to cor- 
rectly assessment the existing problem and its underlying 
causes. 

As for changes in the timing of work performed without 
proper justification, it indicates the risks in the organization, 
especially since the penalty sanctions provided for in the 
contract are not applied. In addition to the risks listed above, 
it should also be noted that research/analysis should be done 
on corruption and fraud. Although confirming this is a rather 
difficult issue, the management of the organization should be 
informed about such risks to take effective steps on time by 
establishing control mechanisms and risk minimization. 

Another issue covered by the State Procurement Report 
is the non-performance of all or part of the contracted 
works. This is a significant problem because of the inefficient 
management of budget funds. In addition to the evidence that 
may be obtained to confirm the performance of contracts, 
auditors need to verify the goods/services actually received. 
This will make it possible to assess the real state of the results 
obtained. 

In terms of evaluating the internal control in budgetary 
institutions, we additionally analyzed the results of the audit 
conducted by the State Audit Office. Because in Georgia, it 
is the highest audit body, that carries out audits in public 
institutions by the annual plan. In 2019, the State Audit 
Office conducted 16 financial and 37 compliance audits. It 
is noteworthy that the audit reports present qualitatively 
and quantitatively inaccuracies, including issues related to 
internal control mechanisms (State Report of the ..., 2019). In 
particular, systemic shortcomings such as: 


* Lack of detailed processes and procedures; 


e Lack of IT and effective monitoring systems and / or 
malfunction; 
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e Gaps in proper documentation of financial transactions 
and communication between structural units. 


Across the country (Georgia), to evaluate the internal 
control system, we conducted additional qualitative research, 
in the framework of which an in-depth interview was con- 
ducted with the managers of the internal audit entities of the 
budgetary institutions. The interview focused on important 
issues such as the introduction of financial management and 
control, the assessment of the level of awareness related to 
internal control and the need to improve it, and more. 

The study revealed several important circumstances, 
including: 


1. The benefits of the internal control system are 
evaluated with an unequivocally high score; 

2. Awareness in this area assessed as average at the 
management level and below-average at the employee level; 

3. Some of the respondents mentioned that the 
introduction of financial management and control is in pilot 
mode, according to some of them, it has been introduced and 
is being refined, although a specific date of introduction could 
not be provided, while some of the respondents stated that 
the system is not implemented in the organization. 


The above analysis and the results of our research 
confirm that the level of quality of internal control across the 
country is significantly low and it requires a systematic and 
effective approach. 

The introduction and development of an internal control 
system in public institutions is important because the ben- 
efits it receives far outweigh the costs of implementing it. A 
mechanism ensures that not only the organization, but also the 
country achieves significant results, both in the short and long 
term. The benefits are manifested in the economic, productive, 
efficient, targeted, and rational spending of budget resources, 
in achieving the set goals and objectives, in the efficiency of 
risk management and control systems, and so on. 

To determine and evaluate the benefits of the internal 


control system, we also considered it expedient to evaluate 
the real benefits of the internal audit entity (as a component 
of the internal control system) created in the budget 
institution, for which we studied and analyzed the results of 
internal audits. 

A total of 107 findings were identified during the 
internal audit of the above-mentioned audit facility, of which 
the issues in terms of priority and highest risk content were 
distributed as follows: 


e Public Procurement - Planning, Payment and Imple- 
mentation; 

Budget formation; 
e Accounting and financial reporting; 

Transfer of property to a third party; 


It is important to note that as part of the audit carried 
out by the internal audit team, only the breaches in the cash 
ratio were as follows (see Figure 1). 

It is also interesting to note that - the shortcomings 
identified in public procurement included both planning and. 
Implementation and settlement stages; The budget forma- 
tion process was assessed as an imperfect, inefficient, and 
formal quality train; The financial statements were assessed 
as imperfect and unreliable, and the study of the transfer of 
property to a third party revealed a number of shortcomings, 
due to the lack of control mechanisms and the lack of qualifi- 
cations of responsible employees. 

It is also important to note here that the data presented 
by us in the sum indicator in the diagram does not fully 
reflect the result obtained as a result of the internal audit. 
As mentioned, several systemic deficiencies were identified 
during the audit, including those related to the internal 
control system, which did not have a direct financial impact 
on the organization at the time of the audit, although it puts 
its activities at high-risk. 

Finally, the recommendations issued by the group of 
internal auditors concerned not only the elimination of 
specific deficiencies identified, but also the establishment of 


Figure 1. The sum of the deficiencies identified by the internal audit at the stage of the audit 
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an internal control system and the establishment of effective 
control mechanisms to minimize existing risks. 

The above analysis, in addition to allowing us to assess 
the role and importance of internal audit, is also a good 
indicator in terms of evaluating the internal control system 
of the audited budget institution, given that the existing 
shortcomings indicate the inefficiency of the internal control 
system . Properly established, adequate, and effective control 
system is a prerequisite for the successful functioning of the 
organization through which. The set goals are achieved. 


The ways to solve the problem 


When we talk about the effectiveness of the internal 
control system and the problems associated with it, here we 
must consider ways to solve them. We believe that the most 
important and effective step in this regard is quality assurance 
(Public Sector ..., 2014). 

To assess and analyze the relationship of problematic 
issues in terms of internal control with quality assurance 
issues, we also conducted a study of issues related to quality 
control of internal audit. 

The "Internal Audit Methodology" in Georgia defines 
three main forms of quality control - internal evaluation, 
external evaluation, and ongoing supervision, and for each 
of them are defined ways of conduct, objectives, process, 
sample activities, organization issues, and others. It is also 
important to define the methods in which the internal audit 
entity can analyze the usefulness and effectiveness of the 
internal audit (Resolution N593 of ..., 2018). 

During our qualitative research phase (which involved 
the managers of the internal audit entities of the budget 
sector), it was revealed that there are quality control tools in 
practice today, such as: 


* Review ofthe final report and recommendation by the 
head of the internal audit entity; 

e Monitoring individual audit / assignment; 

* Involvement of the internal audit activity and sub- 
mission of opinions after the completion of each inspection 
(Models of effective ..., 2015); 

* |dentify and self-assess internal audit risks at the 
annual planning stage. 


It is also important to note that significant steps 
have been taken across the country in terms of quality 
improvement. External quality assessments were carried 
out in several ministries, during which all stages of the 
internal audit activity were evaluated. It covered issues 
such: establishment, management of audit activities, 
individual audit approaches, reporting and monitoring the 
implementation of the recommendation, issues of assured 
quality assurance, and more. According to the findings, 
relevant recommendations were issued by experts . 

It should be noted that external quality assessment is 
currently underway at the municipal level, which in turn can 
be considered a positive factor. 
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Despite the steps taken forward, there are several 
problematic issues identified during the research phase and 
the resolution of which is a crucial issue for the development 
of internal audit. In particular: 

* The current legislation of Georgia, which is guided 
by internal auditors, needs to be refined, improved, and 
updated. 

* Most of the auditees participating in the study have not 
developed a unified / formal approach to the implementation 
of internal quality control, the existing quality control mecha- 
nisms are not documented and included in the unified system; 

* |n most cases, there is no relevant documentary 
evidence of internal quality control; 

e There are cases when the independence of the internal 
audit entity is questioned because there are no appropriate 
and adequate protection measures; 

* There is no internal audit committee that would play 
an important role in improving the independence and quality 
of internal auditors; 

e Mandatory certification of internal auditors has not 
been introduced, which in turn would have a positive impact 
on auditors' qualifications and, consequently, quality; 

* Only in a few cases is there a quality assurance and 
improvement program, which in turn affects the effective 
functioning of internal audit. 


Recommendations 


To improve the internal control methods and methodo- 
logy in Georgia, we think that the following recommenda- 
tions should be taken into account: 

Introduction of internal control system - the development 
needs to develop and introduce common standards. Besides, 
best practices should be shared, training and workshops 
should be organized periodically, where representatives of 
the budget institution will be involved; 

It is important to promote the development of internal 
audit as an internal control mechanism, which includes 
access to updated methodologies, guidelines, and standards, 
training. Certification, etc; 

It is advisable to promote the introduction of internal 
audit quality assessment, which is reflected in the develop- 
ment of a unified methodology, sharing of experience gained, 
training of managers and auditors of the internal audit entity, 
development of internal standards, etc.; 

It is important to promote the establishment of an 
effective internal control system, which includes the establi- 
shment and development of a structured system by interna- 
tional standards and current legislation, as well as its quality 
control. 


CONCLUSION 
As the results of our research and analysis have 
shown, despite the steps taken to implement and develop 


the internal control system, there are some problematic 
issues in our country regarding the improvement of the 
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internal control system and quality control, which requires us will help to solve the existing problems and will have a 
a systematic approach to be timely and effective. Their positive impact on the full establishment of internal control 
solution. We think that the recommendations developed by in the budget sector. 
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Abstract. Tax administrations play a big role in terms of economic development of the country. Each reform or change 
implemented by them leave significant imprint on shaping the business environment. Without adopting a fair tax policy, progress 
in business, as well as in economy is unachievable. 

Fulfilment of commitments under the cooperation with EU, represents the state priority. Respectively, the best model of 
European practice is being established from 2021, further promoting the cooperation between Georgia and EU to move to 
another level. Considering the abovementioned circumstances, the value-added taxable objects have been substantively changed 
since 2021 in Georgia. The amendments aim to protect the tax payers' rights, improve the tax regime and approximate it to the 
European Standard to the maximum extent possible. 

As a result of a qualitative research, the expectations both of field experts and business sector representatives towards the 
amendments made to value added tax since 2021 have been analyzed through an in-depth interview. The research was aimed 
at defining the further role of the amendments from the perspective of economic development. The impact of implemented 
reforms on the development of the country's economy was assessed as the research object; and the amendments made to the 
Tax Code in 2021 and the mechanisms of its functioning were determined as the subject of the research. 
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INTRODUCTION 


Achieving a high rate of improvement in socio-economic 
conditions is unimaginable without pursuing proper taxation 
policy. Therefore, it may safely be said that the taxes are of 
crucial importance to economic process management. They 
develop business, nurture and play a special role in the 
development and production of Gross Domestic Product and 
in job creation. Unquestionably, the 21st century is the age 
of challenges and progresses, therefore, for a developing 
country, like Georgia, the issue of creating the business 
environment is still relevant today, achievement of which 
is closely linked with tax policy improvement. Certainly, the 
issue of perfection is a wide notion. The latter includes tax 
system throughput, fairness principles and transparency 
(Bajiv, 2020; Crivelli, 2019; Honaker, 2019). Development of 
mechanisms for promoting the business environment is a 
subject of wide discussion nowadays, while, the tax policy 
undergoes continuous alteration and processing stages, 
fundamentally changing and shaping the tax issues. On one 
hand, these processes can be reviewed as an important step 
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forward, and on the other hand, as the means of achieving 
new opportunities and development. That's why, the recent 
changes clearly demonstrated that tax burden alleviation is 
a positive factor for stimulating the economy (Abashidze, 
2019; Bukia, 2019). Thanks to tax system reform, many soviet 
countries managed to improve their social and economic 
conditions. 


RESEARCH DESIGN 


The purpose of the study is to determine what positive 
and negative effects can have the amendments made to value 
added tax for such a young economy like Georgia. As a result of 
qualitative research, mainly, by means of in-depth interview 
with tax field experts, the forecasts and expectations existing 
with regards to the changes undertaken in short-or-long term 
have been reviewed. 

The subject of the study are the amendments made 
to Tax Code of Georgia in 2021 and the mechanisms of its 
functioning, while the object of the research is the impact 
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of implemented reforms on the development of the coun- 
try's economy. Along with that, for further verification, a 
hypothesis was developed around the research topic: the 
amendments made to the Value Added Tax will help raise 
the tax culture, attract the investments and develop the 
business sector. It has to be noted, that we have reviewed the 
example of European countries with the model in force that 
is approximated to the abovementioned amendments and 
the results it produced and how it influenced the economic 
recovery. 


RESEARCH ANALYSIS 


Thanks to the tax field amendments made over the 
recent period, Georgia is approximating to the European 
tax model. Due to this precise reason, value added taxation 
modes have been fundamentally changed since 2021. 
The alterations affected almost all provisions. It has to 
be remarked that the best model of European practice is 
gradually being established, which in future, will contribute 
to and play an important role in close relations between 
Georgia and European Union and in the development of 
entrepreneurship. 

On one hand, the need to undertake the changes served 
the purpose of fully protecting taxpayer's interests and on 
the other hand, approximating the tax system to European 
Standards as much as possible. Unquestionably, the Value 
Added Tax is the biggest and most significant tax existing 
today in Georgia. Accordingly, its fundamental alteration is 
directly related to the amount of cash inflows in the budget. 
Obviously, the implemented changes applied both to public 
and private sectors. The experts of Economic or Tax fields 
assess these changes as the important step forward, that 
will facilitate the development of both small and medium 
businesses. Despite the abovementioned circumstances, the 
representatives of this field still have various types of remarks 
or instructions, however, the Ministry of Finance and the 
Revenue Service operating under it, actively work on this issue. 
Until this period, there has been issued number of Definitions 
and Methodology, guiding the tax payer how to minimize 
confusion and other types of uncertainty. Let's review the 
important paragraphs that have been fundamentally altered 
in the Value Added Tax since 2021 and analyze its effect on 
private or public sectors. Correspondingly, the reader will 
have the possibility to evaluate, analyze and draw his/her 
own conclusion how the already implemented reform will 
contribute to the development or increase of the country's 
economy (Kbiladze, 2020; Mamrikishvili, 2021). 

As mentioned above, the bill elaborated by the Ministry 
of Finance of Georgia can yield many meaningful results 
in the short or long term. Naturally, the old bill had its 
drawbacks, that was eliminated by the changes implemented. 
As an example, numerous terms have been specified and 
explained, that were not defined in the Tax Code of Georgia 
hitherto. Accordingly, the existing circumstance caused the 
confusion in tax payers. In addition to that, the physical 
entity, registered as the VAT tax payer, had the obligation to 
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perform financial accounting by accrual method only, and 
since 2021, the VAT tax payer physical entity has the right 
to conduct accounting by cash method. Of course, this fact 
will significantly alleviate the entrepreneur's tax burden and 
liability to the state, because the cash method of accounting 
for income and expenses involves direct payment or receipt 
of cash. And, the accrual method existing before, considers 
the moment of actual receipt of income and the actual 
incurrence of expenses regardless of whether the payment 
has been made. As for the most important change, it applied 
to the place of service delivery for VAT purposes, which 
has been defined by two basic principles: on one hand, if a 
service is provided by a business to a business, the place of 
establishment of the service purchaser shall be deemed as 
the Place of Service Delivery. And, on the other hand, if the 
business renders the services to an individual, the place of 
establishment of suppliers shall be considered as the Place of 
Service Delivery. It should be noted that before implementing 
the aforementioned changes, the type of transaction which 
was actually performed on the territory of Georgia, was 
considered as a VAT taxable object. Accordingly, there had 
been many question marks as what kind of transactions 
were deemed to be actually performed on the "territory of 
Georgia", especially in tourism or other sectors. Of course, 
the new model of service delivery fully provided information 
to the business and a clear entry has been made in the Tax 
Code, that will result in raising the culture of the taxpayer. 
As mentioned above, the new VAT model significantly 
meets the EU requirements and is in full compliance with 
European standards. In addition to the changes in the 
VAT section, Georgia already has the experience in sharing 
foreign practices, particularly, in terms of amendments made 
to profit tax. It is noteworthy, that thanks to the changes 
implemented, poverty and inequality is being reduced in 
Estonia (Alari, 2018; Cockfield, 2010). 

It is a common knowledge that there exists United Nati- 
ons Human Development Index, according to which, Estonia 
managed to move from the group of less developed countries 
to the group of developed nations.Of course, at the moment 
unemployment and inflation rates in Estonia is low, the living 
standard has significantly improved (Angelo, 2020; Mathieu, 
2020; Sweeney, 2020). The budget is balanced, consistent 
and, most importantly, complete. Estonia has implemented 
healthcare and pension reforms to become a full member of 
the NATO and the European Union. The changes mentioned 
above, tax policy flawlessness, have enabled Estonia to get 
prepared to meet the new challenges of the 21st century. Of 
course, the economy has grown significantly, the market has 
become free and competitive. 

Another example of success is the reform of tax changes 
in Poland and its positive impact on entrepreneurship. The 
progress made by the post-Soviet country is internationally 
recognized. Taxes in the country have changed fundamentally, 
the pressure on businesses has been reduced, allowing the 
business entities, operating in the country, to reinvest their 
own funds and expand their businesses. According to tax 
experts, a significant amendment was made to gratuitous 
delivery of goods / services. Compliantto the new reform, free 
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delivery of goods will be taxed only if VAT is fully or partially 
included in this specific expense. Accordingly, this change will 
significantly help the taxpayer not to shoulder a tax burden. 
At the same time, the transfer of small value gift / voucher to 
one physical entity is not considered as gratuitous transfer of 
goods without compensation. At the same time, the amount 
should not exceed 50 GEL without VAT during the calendar 
year. The auditors of leading companies or tax executives 
are developing the idea that this particular reform will 
significantly benefit the food business, as the company often 
delivers food vouchers to loyal customers, and so on. There 
are quite many facts in Georgian market, when repair works 
are carried out for own building-facilities and fixed assets 
used by the company, for the purpose of obtaining economic 
profit. Compliant to the new reform, the abovementioned 
transaction will be taxed with VAT only if the entity cannot 
receive the VAT credit when purchasing goods/services from 
another entity. When speaking about the benefits for private 
sector from the amendments made to Value Added Tax, it 
is necessary to pay attention to the significant allowances 
that will be received by medical and educational fields as 
a result of the reforms. In particular, the following types of 
transactions will be exempted from tax: supply of goods used 
in the fields of education, culture, sports, medicine and social 
sciences, unless the right to VAT credit on the mentioned 
goods has arisen. At the same time, pharmaceuticals/medical 
goods produced in Georgia are exempted from VAT without 
the right to VAT credit. Obviously, the tax experts positively 
evaluate this specific case that will significantly contribute 
to the emergence of more competitive firms on the market, 
producing pharmaceuticals or medical goods, and exporting 
them, if necessary. Most of the companies represented in 
the Georgian market today are engaged in retail or wholesale 
trade, including the sale of food, non-food, tobacco products. 
Nowadays, it is considered to be a natural event, when the 
deficit is identified during inventory taking/inventory. The 
deficit revealed for tax code purposes is definitely deemed as 
the sale and delivery. Correspondingly, the mentioned case 
is taxed. It is noteworthy, that up to 2021, the loss of goods 
was taxed according to market prices, at the selling price. As 
a result of the amendments made, unpaid delivery will be 
taxed according to the "cost price" instead of market price 
(Kuparadze, 2016; Papiashvili, 2021). Of course, taxpayer will 
have significantly less obligation towards the budget and will be 
able to save funds. It is an internationally recognized practice 
that the greater the tax burden on the taxpayer is, the more 
he/she develops an instinct to hide the tax from the budget, 
therefore, the existing changes enhance the state's care policy. 

From 2021, a new term for qualified and non-qualified 
VAT taxpayer is being introduced. A newly registered company 
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will automatically be granted the status of an unqualified 
VAT payer, which at this stage, will not be able/authorized to 
deduct VAT on the performed transactions. After the Revenue 
Service examines the company's transactions and the 
taxpayer's good faith, the company will obtain qualified VAT 
taxpayer status. The current change aims to enable the state 
to protect itself as much as possible from the taxpayer getting 
VAT credit through a fictitious transaction. Consequently, 
the risk of harming the state is drastically reduced. Tax field 
experts and the experts working on the bill agree that the 
enacted changes will be most fruitful for legal entities under 
public law, because as a result of implementation of the 
reforms, their activities will not fall under economic purposes 
and therefore will no longer be taxed with value added tax. Of 
course, this particular change will help public law entities to 
use their funds for the development, success and innovation 
of their sector instead of paying them to the budget. At the 
same time, they will be given a chance to create more state 
wealth. However, according to experts, there are many open 
issues regarding legal entities under public law. In particular, 
what amount of VAT was credited for the expenses incurred 
on the repair or reconstruction of own buildings/facilities 
before 2021, whether this amount shall be restored in favor 
of the budget, alongside with that, whether they have the 
right to VAT credit. At this stage, the abovementioned issues 
remain open, but this is temporary and the law is in the 
process of being refined (Cockfield, 2010; Zylicz, 2019). 


CONCLUSION 


Therethrough, the changes made to the Value added 
Tax after 2021 will, on one hand, help private sector to save, 
mobilize funds and develop its own business, while, this 
will raise the taxpayer's awareness, culture and good faith. 
Creation and establishment of stable business environment 
will have positive impact on implementation of foreign 
investments, that will unconditionally increase the country's 
economy. When making the amendments, the approaches of 
European Court of Justice to disputed issues have been taken 
into consideration. Indeed, the amendments made to the Tax 
Code in 2021 are aimed at achieving tax policy perfection and 
recognition, introducing the EU standards and establishing the 
best European practices that will facilitate the international 
trade and integration and on the other hand, promote the 
public legal entities to create more state wealth and reinvest 
their funds. Consequently, the application of European Court 
rulings and interpretations in practice will, in turn, reduce 
disputes and make it easier for taxpayers to meet their tax 
obligations. 
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Abstract. Article analysis new technological opportunities for Georgia to reduce the Small and Medium size Enterprises 


(SME) financing gap, which hinders not only their own, but country’s economic development. While SME sector has a vital 
role in employment, inclusiveness, gross domestic product generation and etc. in any country in the world and especially in 
developing ones, they still face significant credit constraints having bank centered, non-diversified financial systems within 
their economies. However, modern digital financial technologies, could be seen as a paradigm changing instrument for Georgia. 
The reasons for the Fintech industry at the initial stage of its development in Georgia are different and mainly related toward 
(but not limited with): not enough legislative support so far; lack of financial education among society and even SME sector; 
low competition on the market; covid-19 global pandemic and related challenges; not enough motivation among businesses 
and businessmen to spend enough time, money and effort to innovate; lack of interest from the fintech industry because of 
small market size and etc.; decrease the foreign direct investments and increase the investment’s share in the banking sector 


and the absence of qualified workforce in needed amount. 
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INTRODUCTION 


SMEs are recognized to be a crucial part of any econ- 
omy (Lu, 2018), does not matter it is rich or poor country. 
They play a critical role in any economy from the prism of: 
employment, tax revenues to the state budget, inclusiveness, 
economic diversification, sustainable development and etc. 
Nevertheless, SMEs encounter tremendous number chal- 
lenges, it will be legislative, financial, market caused or etc., 
especially in developing countries as Georgia. 

Despite the data fragmentation and differences in method- 
ologies all over the world, it could be concluded that SMEs, as a 
leading form of enterprise worldwide are accounting for around 
99 percent of all firms in the OECD area, providing nearby 70 
percent of total employment, 50 percent value creation and 60 
percent of all value added on average (OECD, 2016). Although, 
in emerging economies contributing up to 1/2 of total employ- 
ment and around 30 percent of GDP (OECD, 2017; G20, 2020). 
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Despite this significant achievements worldwide, for 
instance SMEs receive merely 17 percent of bank credits, for 
instance, in UK, while the rest goes to large corporations (Lu, 
2018). The situation is even more problematic in developing 
countries, where banking regulations hinders SME sector from 
many different aspects, including: collateral requirements, 
inability to estimate the business potential outside big cities, 
extreme price of the loan and etc. (Charaia at al., 2020; 2021). 
Thus, the vital necessity of alternative financing sources is 
critical, as never before. 

As if they had no more challenges to deal with, small 
and medium enterprises all over the world, and especially 
in the developing world was attacked by unprecedented 
global pandemic of Covid-19, also known as Coronomic Crisis 
(Papava & Charaia, 2020; 2021 (a); 2021 (b)). Which brought 
enormous number of business to collapse or at least to 
forceful operational stop, especially at the service sector. 
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LITERATURE REVIEW 


Considering those existing challenges for SME in the 
prism of access to finance from the banking sector (GFD, 
2017) and systematic regulations toughening by local and 
international regulators, fintech technologies could be seen 
as a new breath of fresh air in different regions +(Lukonga, 
2018). Berger and Udell (2006) study shows that SMEs 
cannot usually find the common language with the banking 
sector because of their: weak transparency, poor financial 
administration, inability to provide a collateral (in case of 
Georgia could go as high as 220 percent). 

However, only the existence of financial challenges for 
SME sector is not enough to solve their problems through fin- 
tech technologies, since it requires at least a proper ground for 
its implementation, such as: well developed IT infrastructure, 
digital skills and financial literately among society, proper legis- 
lation for obtaining specific data and etc. However, it is also the 
fact that the modern digital technologies has a strength to play 
a key role in the process of sustainable economic development 
(Turmanidze et al., 2020; Benashvili, 2017). 

While observations show that bank loans are still the 
main source of financing for SME (Schweitzer, Barkley, 2017) 
and bearing in mind that literature on innovative digital 
financing is limited (Hua et all, 2019), some studies by this 
time show, that the awareness on alternative financing 
through fintech is increasing (Walden, 2020; Harbar, 2021) 
and the last decade has become an extremely successful 
(Jaksic & Marinc, 2019; GII, 2020), making its own input in the 
fourth industrial revolution (Chang et al., 2020), not without a 
significant coronomic push. 

Rapid fintech popularity growth all over the world could be 
explained by different reasons (Odinet, 2018), which could be: 


e Faster loan processing speed, in comparison to tra- 
ditional sources (Sangwan et all, 2019); 

e Lower operating costs related toward credit man- 
agement (Ozili, 2018); 

e (౧0210655 in credit obtaining procedures, especially 
in remoted areas with no necessity to travel far 
distances; 

e less bureaucracy from the regulators usually chal- 
lenging the client — bank relations; 

e Opportunity to get a credit with lower interest rate 
and etc. 


At the same time, benefits also go the lenders side: 

e It’s easier for fintech companies to be backed by 
investor's and not company's own money (Anagnos- 
topoulos, 2018); 

e Diminishing credit risks based on innovative 
technologies of big data analysis (Lu, 2018); 

e  Speedily increasing number of clients and financial 
turnover from the remoted areas unachievable for 
other lenders. 


Most, if not all above mentioned advantages both 
from the clients and business side, most likely would not be 
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possible to obtain if not the fintech and the modern digital 
technologies they are using. However, there are risks as well, 
which requests a top level attention: 


e Cybersecurity; 

e Online data protection; 

e Banking sector’s resistance and lobbing against 
fintech; 

e Financial and business illiteracy among the wider 
population; 

e Difficulties with Internet connectivity and usage, 
especially in rural areas of developing countries. 


GLOBAL TRENDS 


As already stated above, because of tightened capital 
and liquidity regulations from national and sub-national / 
international regulators, especially after the financial crisis of 
2008, banks are encouraged to scrutinize their clients, thus 
leading toward higher interest rates (Buca & Vermeulen, 
2017). However, SME sector here has been negatively 
affected more, then by contrast bigger businesses (Yoshino & 
Yamagami, 2017). However, the most important and essential 
fact is that the difference between the developing and 
developed economies financial systems (which is the banking 
system in absolute majority cases) is that the first requires 
such problem causing collateral payment, while in the second 
case, for instance in Europe SMEs are getting credits lines 
for their business, which is typically uncollateralized (see 
Columba et al. 2010 for the Italian case). 

There are also important trends which signal positive 
perspectives for SME financing and that is the ground for 
fintech development, those are: 


e Rising volume of non-cash transactions; 

e Growing number of banking account users; 

e Step by step adoption of relative legislation; 

e Spread the innovative business models and etc. ; 

e Implementing the modern standards of accounting; 

e Initiatives aiming to eliminating cash from circulation; 

e  Popularization of modern digital technologies and 
applications; 

e Increasing popularity of online shopping platforms 
(especially after pandemic). 


According to the Capgemini (2020) financial services 
analysis, during the five years before pandemic (2015 — 2019) 
the volume of global non-cash transactions increased by 
more than 60 percent, with optimistic predictions of around 
54 percent further increase during the next five years from 
2019 to 2023. 


CASE OF GEORGIA 
First of all it is important to distinguish what is the SME 
meaning in local Georgian context, since its understanding 


could vary from country to county. According to the Georgian 
National Statistics office understanding: 
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e Small business are considered as those with less the local economy, these numbers could be exaggerated. For 
than 50 employees and/or up to 12 million GEL instance if in the USA or Germany, a company with employers 
annual turnover; number of 45 persons could be counted as a small business, 

e Medium size business employ from 50 to 250 in Georgia such companies are hard to name small. Because 
persons and/or have a turnover between 12 and 60 of such segmentation the total majority of active companies 


million GEL; in Georgia represent SME sector - 99.8%, while the number of 
e What is higher, i.e. more than 250 employees and active big companies is only - 300. 

turnover over 60 million GEL represents the big Despite the finance gap equal to 18% of GDP (SME 

scale business. Finance Forum, 2021) and other type of challenges faced by 


However, should be noted that according to the size of SME sector in Georgia, they still have significant impact on 


Diagram 1. Different statistics on SME sector in Georgia 
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Georgian economy and represent (see diagram 1 for more 
details): a) 41 percent of total turnover, b) 58 percent of 
employment, c) 59 percent of value added and d) 58 percent 
of total output. Not speaking about the inclusiveness and 
diversification they provide to local economy, which can never 
be achieved by big companies. Even the average salary shows 
to be almost equal, however taking into account the business 
models at big companies with many times higher salaries for 
the top management and significantly lower salaries for the 
staff, it could be said that SME is not losing even this position 
to the big businesses. 

Historically it has never been so cheap to take a loan 
from the bank in Georgia, as it is nowadays (diagram 3), if 
not counting some minor fluctuation because of Covid-19 
effect. However, if looking in more details it is in average 
1596 interest rate in local and around 7 percent in foreign 
currencies, which still makes a lot of challenges for local 
companies. Firstly, because the interest rate on local currency 
is expensive even without naming other problematic aspects 
and secondly, because of extremely unstable exchange rate 
the formal 2.5 times cheaper foreign currency loan could end 
with more problems even then the loan in local currency. 

Theoretically there are different ways how companies 
could avoid the complicated banking restrictions for obtaining 
financing, for instance from the capital market. However in 
developing countries such mechanisms are hard to use, due 
to different practical challenges in general related toward: 
trust, transparency, legislation, popularity, attractiveness and 
etc. 

Because of many different reasons it's obvious that 
fintech will solve several important problems (collateral, 
geographic proximity, price of loan and etc.) for SME to 
get financing, but because of even more reasons it's hard 
to guarantee that only appearance of fintech will solve the 
problems in this country. The reasons here are too many: 


e Not enough legislative support so far; 


Diagram 3. Interest Rates on Loans in Georgia (%) 


35 


The national bank of Georgia, which has to take bold 
steps to create a proper legislative base for alternative 
financial institutions support is pausing the reform for 
years already, thus strengthening the banking dominance 
and consequently postponing the SME sector's sustainable 
growth at least from the financial point of view. At the same 
time legislation which should be adopted from the Georgian 
Parliament's side in many cases is also late (in general it is 
harmonization with EU standards), hindering immense 
opportunities for ICT and consequently country's economic 
development (Margvelashvili, 2020). 


e Lack of financial education among society and even 
SME sector; 


Unfortunately, because of wide spread soviet style 
business making experience, even the business people 
prefer to act according towards their own intuition, rather 
than to follow the most advanced business decisions so 
popular in developed world. This goes even to such simple 
issues as creating a company and to such important aspects 
as expansion, where once own knowledge and finances 
could be inadequate (Bedianashvili, 2018), but in most cases 
business owners don't want to have partners or investors, not 
to lose their total "freedom", forgetting about the benefits 
and advantages new companions can bring to the company. 
That comes and continues with low financial education along 
the country, starting from the school pupils (Kvirkvaia, et al, 
2018), continuing with youth and adults and finishing with 
the elders group. 


e Low competition on the market; 


Because of free market in most directions and only 
some level of competition in a very few business directions, 
businesses do don't feel the stress and need for systematic 
progress, such vitally important for market development. 
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Even the banking sector feeling comfortable not to go into 
competition within each other, but simply to share the market 
according to the level of their finances and influence. 


e  Covid-19 global pandemic and related challenges 


From one point of view Covid-19 pandemic should 
have a positive influence on modern digital technologies 
popularization and their implementation and the reality 
because of other side of Covid-19, such as lockdowns, supply 
chain break downs, chaos on consumer market, socio- 
economic instabilities and etc. (Pirveli et al., 2020), has 
prevented the process for at least some time in the future. 


e Not enough motivation among businesses to spend 
enough time, money and effort to innovate; 


According to EBRD and the World Bank Group data, only 
2.9 percent of small and 15.2 percent of medium business 
in Georgia do export their products (OECD, 2016). This is 
the best illustration of laziness of business sector in Georgia 
which has a free trade regime almost with the 1/4th of the 
world population, including EU and China (Shatakishvili, 
2021). For comparison reasons, small companies in eastern 
Europe do export around 5 times more — 15 percent of their 
productions, while medium business exports more than 
1/Ath — 25.6 percent of their products. 


e Lack of interest from fintech industry because of 
small market size and etc. 


Because of small market in general, but also because of 
other challenges mentioned above, 3.7 million nation with 
GDP around 17 billion USD seems to be an uninteresting 
dot for signature players, while smaller players need time to 
cover the market needs, if at all. Economic partners, such as 
China, EU and/or US could play a vital role in development 
not only trade, tourism and investments in Georgia (Charaia 
& Lashkhi, 2020; 2021), but to promote a fintech industry as 
a new perspective direction in their portfolios. 


e Decrease of foreign direct investments and increase 
of investment’s share in the banking sector 


According to the National Statistics Office of Georgia 
for last several years in a row the amount of FDI has been 
decreased for around 3.5 times (2017 year — $1.98 billion; 


2018 - $1.32 billion; 2019 - $1.36; 2020 - 0.57 billion), 
while one of the dominant shares of investments still be- 
longs to the Financial Sector which nowadays is nothing 
else but the banking sector, which on its turn is oriented 
not on sustainable economic development, but simply on 
short term operations such as — import-export operations 
(Charaia & Lashkhi, 2018; Sikharulidze & Charaia, 2018). 
Consequently, it’s especially hard to promote and imple- 
ment alternative financial instruments, while the domi- 
nant position from different perspectives still belongs to 
the banking sector. 


e Absence of qualified workforce in needed amount. 


Over those reasons mentioned above from the govern- 
mental point and from the business side, there is maybe the 
most significant part in shortage and that is a qualified labor 
force. Unfortunately, local market is very scarce in ICT special- 
ists (Ghonyan, 2020), which increases the price and time to 
get from the market or to create one and also increases the 
competition to maintain him/her. 


CONCLUSION 


At the era of SME sector ascendency all over the world, 
innovative technics of financing for small and medium 
companies are also available, but not everywhere and not 
for everyone. Countries like Georgia significantly depended 
on workplaces, production, taxes and etc. from the SME 
business have no time to waste and not start a complex 
procedure of constructing a full fledge fintech environment, 
including with all those amendments in legislation, increasing 
financial literacy among population, supporting growth and 
attraction of qualified labour force, increasing motivation for 
making innovative digital businesses and etc. 

Georgian economy has to use all its positive achieve- 
ments and reputation to farther increase its sustainable 
economic growth perspective. Harmonisation of legislation 
with EU, creating competitive balance between existing 
banking sector and the fintech industry, for the sake of ad- 
vancing local SME sector has a power to advance the whole 
Georgian economy to the new heights. Challenges on this 
way are already detected and possible to overcome with 
proper political and practical will, which should prevail for 
the ultimate goal of diversified, inclusive and sustainable 
economic development. 
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Abstract. Sustainable tourism development is a fundamental concept of tourism planning. Optimal use of resources helps to 
preserve natural treasures. Businesses are required to have high standards of accountability in order to avoid adverse environmental 
impacts in a competitive environment. Less attention is paid to the problems of destinations in general and its sustainability in 
particular. Innovative tourism management is increasingly focused on local destination management and its sustainability. In this 
paper, we discuss the problems of destination sustainability on the example of protected areas. We analyzed visitor statistics, 
processed visitor satisfaction survey, revenue and the impact of tourism sustainability on the quality of the destination. In 
addition, the paper covers the problems identified in terms of sustainable development, such as ensuring the sustainability of the 
destination, sustainable maintenance and development dependence on its management. Tourism and environmental conditions 
are interrelated. The environment contains many elements. The most important factor in achieving sustainable development is 
the development and management of tourism in a way that does not harm the environment. Ecologically correct planning of 
tourism should be well aware of the potential impacts that follow the development of tourism. Sustainable development means 
balancing economic progress, social justice and protection of the physical and natural environment. The principle of sustainability 
includes the ecological, economic and socio-cultural aspects of tourism development, so it is necessary to balance all three 


directions to guarantee the long-term sustainability of the destination. 
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INTRODUCTION 


The growing role of tourism in sustainable develop- 
ment and the world economy has raised the new question 
of whether it is possible to develop the tourism sector in 
the light of key areas of sustainability (Pigram & Wahab, 
2005). Over the years, the above concepts have come 
together and resulted in the concept of sustainable tourism 
development, which combines four main approaches: 1. 
Protecting the heritage, environment and biodiversity 
created by mankind 2. Protecting vital ecological processes 
3. Promoting public inclusion 4. Creating productivity 
(Florek, 2012). 

Sustainable tourism development is a fundamental 
concept of tourism planning. This concept envisages the 
preservation of natural, cultural and other resources for 
their continued use in the future in a way that benefits the 
community even today. One of the essential benefits of 
tourism, in the case of its conceptual development, is that it 
can subsidize the protection of natural and cultural resour- 
ces. Thus: tourism is an important means of ensuring the 
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environment; Tourism is an important means of protecting 
cultural heritage. Optimal use of resources helps to preserve 
natural treasures. With respect to the socio-cultural identity 
of the host societies, it is possible to establish inter-cultural 
relations, which in turn implies the sharing of cultural heritage 
and traditions. In addition, the sustainable development of 
tourism serves to improve the social conditions of the society, 
by increasing economic activities, redistributing wealth, 
eradicating poverty or creating jobs. Constant monitoring of 
tourist satisfaction is of great importance, for the effective 
implementation of which the diversity of the participating 
parties is important. Businesses are required to have high 
standards of accountability in order to avoid adverse enviro- 
nmental impacts in a competitive environment. As for new 
trends in sustainable tourism development, ecotourism is 
becoming popular in the world, which involves traveling in 
nature and redistributing financial resources to the local 
community (Florek, 2012). The main idea of all the above- 
mentioned approaches is to reduce the environmental impact 
and to provide voluntary financial resources to different 
societies in order to increase development opportunities. 
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The history of protection of natural territories in Georgia 
begins centuries ago. As early as the eleventh century, Queen 
Tamar issued a royal decree to protect some territories. Five 
hundred years later, Vakhtang VI's "Code of Laws" referred to 
the Koruli area asa place of protection where it was forbidden 
to cut down trees and walk, and the area was guarded by 
guards. The first official reserve was established later in 
1912 in Kakheti and was called Lagodekhi Reserve. During 
the 20th century, other nature reserves and protected areas 
were gradually established throughout Georgia (Kikodze 
& Gokhelashvili, 2007). In 1996, the Parliament of Georgia 
took into account the importance of the unique and unique 
natural-cultural environment of our country and adopted 
the "Law on the System of Protected Areas". This law creates 
a legal basis for the establishment of protected areas, the 
purpose of which is to protect the country's remarkable 
natural environment and precious cultural heritage. Georgia 
has legalized the categories of protected areas in accordance 
with international criteria and norms and the procedure for 
establishing which is based on the recommendations of the 
World Conservation Union (IUCN). 

The existence of a network of national parks and other 
protected areas undoubtedly contributesto the development 
of tourism in Georgia. It should be noted that most of the 
protected areas (70-80%) are covered with forests, namely 
oaks, beeches, pines and spruces. There are many historical 
and cultural monuments in national parks, which organically 
merge with natural landscapes, most of them are ancient 
and located in precious forests (Gigauri & Supatashvili, 
2007). Protected areas today play a key role in protecting 
Georgia (and not only Georgia) biodiversity, natural heritage. 
In addition, protected areas are distinguished by their 
unique natural-aesthetic characteristics. The aim of the 
paper is to use the example of protected areas to study how 
visitors perceive the diversity of the landscape and what role 
perceptual resources can play in the scheme of protected 
areas planning and management improvement. The paper 
also focuses on visitor statistics for protected areas, visitor 
satisfaction surveys, tourism revenues, and the impact of 
tourism sustainability on destination quality. 


LITERARY REVIEW 


Itcan be said that the study of protected areas of Georgia 
has along history, the scientific research in this direction was 
founded by Academician Vasil Gulisashvili, the founder of 
the Tbilisi Forest Scientific Research Institute. For the first 
time he studied the spa significance of the forest (1934, 
1949), Vladimer Matikashvili (1938) and Giorgi Gigauri have 
interesting works on the spa significance of the forests of 
Georgia (1960). A long time has passed since the publication 
of these works and they have become a bibliographic rarity. 
The monograph of Giorgi Gigauri and Archil Supatashvili on 
the spa-recreational-tourist-importance of Georgian forests 
and the basics of running their farms (2007) is also interesting 
(published within Protected Areas Development Project). 
One cannot fail to mention Marina Metreveli Handbook on 
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Environment and Ecotourism Management (2012), the hand- 
book deals with natural resources, protected areas, environ- 
mental policy, principles and characteristics of tourism na- 
ture use, etc. 


METHODOLOGY 


It is very important for the protected areas to study the 
opinion of the visitors and to hear constructive criticism from 
them. This can be done by contacting directly as well as by 
filling out electronic and printable questionnaires. Visitors 
fill in registration forms (origin, age, sex, etc.) when visiting 
protected areas. In visitor centers, these data are collected by 
the territorial administrations and processed by the Agency 
of Protected Areas. The selected group is interviewed using 
an interviewer administered / self-administered (including 
electronic) questionnaire. We used data obtained from 
visitor centers for our research. Qualitative research methods 
are used. The target group and the research area were 
identified. We analyzed visitor statistics, visitor satisfaction 
survey, revenue and the impact of tourism sustainability on 
the quality of the destination. Ensuring the sustainability of 
the destination, sustainable maintenance and development 
dependence on its management. 


RESULTS AND DISCUSSION 


Questions arise: Who do you involve in the process of 
developing a strategic vision for the community / destination 
of the national park? What type of tourism activity would 
you encourage in a national park and allow to exist? The 
most common form of protected area organization is the 
creation of national parks. Parks are created in places where 
ecosystems, as a result of human agricultural activities, 
have not yet changed and where the animal / plant world is 
preserved in its original form, where geomorphology, habitat 
are of particular interest and landscapes are particularly 
beautiful. Parks are created by international organizations, 
based on the decisions of the highest state bodies or in 
agreement with them. Georgia's biodiversity is important 
nationally, regionally and globally The Caucasus Ecoregion is 
one of the two eco-regions recognized by the World Wide 
Fund for Nature (WWF) as a priority site for conservation 
based. There are 87 protected areas of five categories in 
Georgia. It occupies 9.5696 of the total area of the country 
(666,107 ha). In 2019, 1,199,011 visitors visited. Growth 
compared to the previous year 48.296. The share of foreign 
visitors is 5196. Most visitors visited Kazbegi National Park 
- 195,228 (16.396), Martvili Canyon - 189,894 (15.896) and 
Prometheus Cave - 184,264 (15.496). Prometheus, Martvili, 
Okatsi, Mtirala, Sataplia, Kinchkha waterfalls, the number 
of foreign visitors to Tusheti, Machakhela and Chachuna 
protected areas exceeded the number of Georgian visitors. 
Consequently, the largest number of foreign visitors also 
visited Prometheus Cave and Martvili Canyon (Table 1). 

The number of foreign visitors to the protected areas 
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Table 1. 


Visitor Statistics by Protected Areas in 2019 E! 


Kazbegi National Park 
Martvili Canyon 

Prometheus Cave 

Tbilisi National Park 

Okatse Canyon 

Mtirala National Park 
Sataplia 

Borjomi-Kharagauli National Park 
Lagodekhi Protected Areas 
Algeti National Park 

Kolkheti National Park 
Kinchkha Waterfall 

Tusheti Protected Areas 
Kobuleti Protected Areas 
Machakhela National Park 
Vashlovani Protected Areas 
Kintrishi Protected Areas 
Javakheti Protected Areas 
Chachuna Managed Reserved 


Navenakhevi Cave 


mu 27300 
mu 22130 
mum 16427 
mu 14185 
അ 11303 

അ 10511 

അ 7005 

Im 6425 

క 3060 

క 2943 


Mariamjvari Protected Areas I 22 


Source: http://apa.gov.ge/ge/statistika/vizitorta-statistika 


amounted to 611,989, an increase of + 15.796. Foreign visitors 
predominated: Russians 20.596, Jews 12.296, Poles 7.996, 
Germans 7.896 and Ukrainians 696. Revenues from tourism 
services in protected areas amounted to GEL 9,363,447, an 
increase of * 1196 over the previous year. Leading in terms 
of revenue were: Prometheus Cave - 3,738,026 GEL, Martvili 
Canyon - 2,921,300 GEL, Okatse Canyon - 1,152,511 GEL and 
Sataplia - 792,030 GEL. (file:///C:/Users/HP/Desktop/2019_ 
print GEO.pdf). 

In the coming years, the budget for the planned infra- 
structure projects will be about 212 000 000 GEL, of which 49 
000 000 GEL will be from the state budget. The implementation 
of new projects will significantly contribute to the interest and 
attraction of visitors; accordingly, the projected number of 
visitors to the protected areas will increase 5 times and reach 8 
million, and the income from ecotourism will reach 58 million 
GEL. It should be noted that at present, the volume of private 
investments in the protected areas of Georgia is 142 million 
GEL. According to the current forecast, by 2030, investments 
will increase at least 3 times and will reach 429 million GEL. 

It is important to analyze the destinations where more 
visitors were mentioned. In Prometheus Cave, Martvili Can- 
yon and Sataplia, a data research team conducted a survey 
of visitor satisfaction with Georgian national reserves in 
July-August 2019. The study included those visitors who 
visited the Georgian National Reserves and benefited from 
the services available there. The survey was conducted with 
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Georgian, English and Russian specialized questionnaires 
administered by the interviewer. The survey was conducted 
by 6 interviewers. The survey was conducted on 338 visitors, 
of which 4496 were Georgian tourists and 5696 were foreign 
tourists. The mean age of the study group was 44 years, the 
minimum age was 18, the maximum age was 70 years. 53.696 
of the participants were male and 46.496 were female. 92.796 
of the respondents were in the Georgian National Reserve for 
the first time, 7.396 for the second and / or more times. For 
8096 of foreign citizens, this visit coincided with the first visit 
to Georgia. 

The vast majority of respondents - 8896 - definitely 
recommend friends to visit Georgia reserves, while 1296 might 
recommend. To the question "Would you visit the reserve in 
the future in case of increasing the entrance fee to the reserve 
(1-3 GEL for a citizen of Georgia, 2-5 GEL for a foreign citizen) 
in order to improve the service and infrastructure?" | would 
visit, however, to create discomfort of 32.296; | would no 
longer visit 6.296. Foreign tourists: | would definitely visit 7696; 
| would visit, however, to create discomfort of 18.596; | would 
no longer visit 5.596. Taking into account all the services, the 
picture of the evaluation of the points in the reserves, where 
10 points correspond to the great satisfaction of the visitor, 
and O dissatisfaction, is as follows: - 10 points - 35.396; 9 
points 25.896; 8 points 26.396; 7 points 7.996; 6 points 2.796 5 
points 196. (http://drg.com.ge/team.php). 

The ideas of the visitors identified during the research 
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are noteworthy, the implementation of which would make 
the reserve more attractive to visitors: in Martvili it would 
add chairs where the visitor would be able to relax 20.296; 
23.196 of visitors think adding food items is important; Also, 
36.296 think that the park area should be expanded and more 
walking trails should be arranged; 2396 think that up-to-date 
information on access to services should be available on the 
Internet; The outer area of the park should be regulated 
by 8.6%; English language service staff needed to improve 
15.796; It is necessary to arrange a ramp 1.7396; Admission to 
the park should be 1.73% free for locals. Prometheus needed 
to improve the English language level of the service staff by 
19.296; 3.8% would clear the trail in the cave; View of the river 
to be available without tickets 3.896; ATM placement in the 
cave area - 3.8%. 6.7% think that Sataplia's service staff needs 
to improve their English language skills; Domestic transport 
to move in the park 6.796; More dinosaur skeletons 6.796; 
6.796 think more extreme entertainment is important (http:// 
drg.com.ge/team.php). 

According to the information received from the Agency 
of Protected Areas of Georgia, 8496 of the surveyed visitors 
to the protected areas of Georgia in the summer of 2019 are 
satisfied. Most of the 88% of the visitors definitely recommend 
their friends to visit the protected areas of Georgia. 68.896 of 
the respondents assess the attitude of the staff towards the 
visitor as very friendly. When traveling to protected areas, 
88.396 feel protected. 

As of 2020, 240 268 visitors visited the protected areas, 
a decrease of -80% over the previous year. The number of 
foreign visitors to the protected areas was 26,432, with a 
decrease of -95.7%. Among foreign visitors, Russians (share 
18.7%), Germans (share 10.3%), Jews (share 8%), Poles 
(share 6.796) and Latvians (share 6.196) predominated. The 
highest number of visitors visited Tbilisi National Park - 
61,890 (25.896), Kazbegi National Park - 28,515 (11.9%) and 
Martvili Canyon - 21,489 (8.996). Most foreign visitors visited 
Prometheus - 7,090 (26.896), Martvili Canyon - 3,401 (12.996) 
and Kazbegi National Park - 3,390 (12.896). The reduced 
number of visitors was also reflected in the revenues of the 
protected areas. Revenues from tourism services in protected 
areas amounted to 899,076 GEL, a decrease of -90.496 
over the previous year. Leading in terms of revenue were: 
Prometheus Cave - 290,589 GEL, Martvili Canyon - 255,644 
GEL, Sataplia - 98,569 GEL and Okatse Canyon - 91,756 GEL. 
Covid and related regulations have had a significant impact 
on protected areas, namely: the share of foreign visitors to 
protected areas has been reduced from 51% to 11%. The 
decrease in the number of foreign visitors was -95.796, while 
the decrease in Georgian visitors was -63.696. As a result, the 
share of foreign visitors in the number of visitors to protected 
areas has decreased. 

The situation created by COVID-19 in the spring and 
summer of 2020 had a significant impact on the development 
of Georgia's 2020-2030 ecotourism strategy document. The 
vision is as follows: "By 2030, Georgia will be a leading, 
ecotourism country in the Caucasus region, which, with its 
rich living culture and nature, as well as high quality services, 
will provide ecotourism offers for all four seasons. Ecotourism 
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in Georgia provides an authentic experience for tourists, 
benefits local communities and significantly contributes 
to the country's economic well-being; At the same time, it 
ensures the preservation of natural and cultural heritage and 
raises environmental awareness among tourists and locals." 

There is no doubt that tourism cannot develop in the 
country without a system of protected areas. The existence 
of tourism depends on the functioning of ecosystems and 
the services they offer. Georgia has a colossal potential for 
tourism development, as it has a variety of natural zones, 
aesthetically Attractive landscapes, unique flora and fauna 
untouched by urbanization and cultivation processes, not 
a small number of relict and endemic species included 
in the Georgian and International Red Book, protected 
and developed networks of natural areas. The special 
attraction of the country for ecotourists is the richness 
of ethnoculture, the variety of public holidays, customs, 
crafts, traditional hospitality of the population and a 
peculiar Georgian cuisine. 

Innovative tourism management is increasingly focused 
on local destination management and its sustainability. 
Scientists do not argue that destination is the core of 
tourism. Therefore, it is easy to assess the importance of 
destination sustainability, what is practically equivalent to 
tourism sustainability. Nevertheless less attention is paid to 
the problems of destination in general and its sustainability 
in particular. One of the important conditions for the 
organization of ecological-tourism activities is to ensure 
rational, sustainable nature use in protected areas. In terms 
of protected areas managed by an approved management 
plan, if we exclude the issue of IUCN Category VI Protected 
Areas, there is no legal basis or institution for sustainable 
management. Ensuring the sustainability, maintenance and 
development of the destination is even dependent on its 
management. The essence and advantage of sustainable 
management is that the balance of the destination is not 
disturbed, the sustainability of the destination is ensured in 
all three directions: environment, economy, socio-cultural 
heritage. 

The development of tourism should not be encouraged 
when it harms the natural environment; Tourism should 
be organized in such a way that the natural environment is 
protected in the present and in the future. Tourism activities 
should be integrated with regional conservation programs. 
Tourism should be organized to meet future needs. Economic 
achievements are less important than natural environment 
Development should take into account the region's capacity, 
culture and traditions. Tourism promotes cult Heritage 
protection Unlike ecotourism, the term sustainable tourism 
refers to the functional commitment of society to ensure 
the protection and preservation of the environment for 
future generations. These conditions are not just economic 
and political factors and need to be strengthened by making 
tough decisions. Any environment has a maximum load 
limit, exceeding which can cause serious damage and danger 
from an economic, social and environmental point of view. 
In order to achieve sustainable development of tourism, it 
is necessary to take into account the nature and volume of 
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tourism activities, taking into account the potential of existing 
natural and artificial resources. 

In countries characterized by high growth rates of tourist 
flows, there are natural restrictions on the use of resources. 
Matheson and Val used the concept of "country capacity", 
which defines the minimum and maximum populations of 
a particular country based on available resources, to predict 
the consequences of the growth of the tourism sector. A 
simple formula has been developed according to which the 
mismanagement of resources and excessive demand for 
a particular service leads to the depletion of the resources 
already mentioned, which makes the popular service less 
attractive (Miller & Twining-Ward, 2005). Stuart McMain 
clarifies the views of the above authors and speaks of the 
need for a "capacity concept" to protect tourist attractions. 
Tourist attractions have limits on customer acceptance. 
For example, if any of them can receive 400 visitors a day, 
accommodating relatively more visitors will have a negative 
impact (Mcminn, 1997). The mass movement of tourists 
across the country is putting pressure not only on cultural 
but also on ecological and social issues. For example, a 
damaged ecosystem can no longer regenerate because it is 
actively occupied by travelers. Both the area and frequency 
of contamination increase. Entertainment venues created by 
small tourism businesses often cause dissatisfaction among 
locals, leading to conflict (Theobald, 2005). In summary, the 
mass influx of tourists damages not only different types of 
structures or ecosystems, but also the image of a particular 
landmark, reducing demand in the long run causes. The 
results of the research of Nursat Jahan and Sabrina Rahman 
can be used to confirm the above opinion. According to a 
quantitative study conducted by them to identify the factors 


affecting sustainable tourism in Bangladesh, the active use of 
cultural monuments and a kind of "tourist nature" and the 
lack of protection mechanisms have gradually reduced the 
degree of attractiveness of tourist attractions. 

Sustainable tourism is based on three main principles: 
first is quality; Sustainable tourism should provide quality 
experiences for visitors, along with improving the quality of 
life of the host community and protecting the quality of the 
environment (Inskeep, 1991). The second basic principle is 
continuity; Sustainable tourism requires the continuity of the 
resources on which tourism is based; As well as the continuity of 
the culture of the host community and the continuity of visitor 
support or tourist demands (Wall, 1993); Finally, sustainable 
tourism is about balance, it is tourism that balances the needs 
of the host, guest and host environment (Bramwell & Lane, 
1993; Irrational use can deplete nature's ability to regenerate 
itself, especially in the case of forest massifs, the degradation 
of which has many negative environmental consequences. 

Tourism and environmental conditions are interrelated. 
The environment contains many elements. The most impor- 
tant factor in achieving sustainable development is the 
development and management of tourism in a way that does 
not harm the environment. Ecologically correct planning of 
tourism should be well aware of the potential impacts that 
follow the development of tourism. Sustainable development 
means balancing economic progress, social justice and pro- 
tection of the physical and natural environment. The prin- 
ciple of sustainability includes the ecological, economic and 
socio-cultural aspects of tourism development, so it is nec- 
essary to balance all three directions to guarantee the long- 
term sustainability of the destination. 
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INTRODUCTION 


In the practice of project management, with the intro- 
duction of innovative and IT/Software Development projects, 
in the early 2000s so-called Agile approach was introduced. 
The official beginning of the Agile approach is considered 
with the publication of "Agile Manifesto" in 2001. Since the 
dissemination of the approach, many methods of its use 
have been developed and implemented (Scrum, Kanban, XP, 
etc.), as well as a number of softwares for Agile project man- 
agement; The use of artificial intelligence has also begun to 
spread widely. The method proved to be so convenient that it 
is growing within IT sector itself and in another spheres too. 
Agile approache is already being introduced not only at the 
project level, but also at the organizational level, not only in 
the field of information technology but also in marketing, con- 
sulting business, education, banking and finance, and even in 
construction. The COVID 19 pandemic has also increased the 
level of application of Agile approach and technologies. 

According to the Cambridge Dictionary, the word Agile 
means: "able to move your body quickly and easily (Cam- 
bridge Dictionary, 2021). The word Agile is derived from the 
Latin - agere - "action", refers to the feeling of ownership and 
the ability to advance something. 

In the modern business world, Agile has three charac- 
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teristics that are important for project management: Sense of 
ownership and authority; Quick and easy change of direction 
and Convenience and adaptability (Griffin & Roldan, 2013). 

To discuss in more detail, Agile Methods and Methodo- 
logies could be considered as a kind of umbrella term that 
encompasses many methods and models (Project Manage- 
ment Institute 2017), and Agile management is a combina- 
tion of methods and methodologies that help teams think 
more efficiently, work more efectively, and make better deci- 
sions (The Projex Academy. 2017). 

Is Agile an approach, a method, a technique or a frame- 
work? All definitions are acceptable and correct, depending 
on the area of application (Project Management Institute, 
2017). In this article, we call Agile the approach, as we discuss 
what it means in a broad sense. 

However, globally almost all authors agree that Agile is 
a more mindset (The Projex Academy, 2017) based on the 
exchange of information between project team members, 
assistance in information retention and joint decision making, 
and not just whole cycle management by the project manager 
as is in the Waterfall approach. 

According to one of the surveys conducted in the field 
of IT and Software Development, 6796 of organizations work 
with Agile, 2496 with hybrid and 996 with Waterfall approaches 
(techbeacon.com, 2015). 
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HISTORY AND PRINCIPLES 


The first signs of the Agile approach appeared in the 
1980s, when small multidisciplinary teams integrated into 
Toyota Lean production system increased customer satisfac- 
tion and quality via generating small efficient systems and 
eliminating unnecessary ones (Gouveia, 2015). Then the 
Kanban method was developed (Milliken, 1987) and only in 
2001 did Agile officially appear on the global stage (Hrablik 
et al., 2020), because with the Waterfall become problematic 
to manage projects in the IT field. In 2001 The "Agile Mani- 
festo" was published, outlining the four values of Agile and 
the twelve basic principles (which are detailing four values) 
(Hrablik et al., 2020). 

Four values of Agile: "1. Individuals and interactions over 
processes and tools; 2. Working software over comprehen- 
sive documentation; 3. Customer collaboration over contract 
negotiation and 4. Responding to change over following a 
plan". (Agilemanifesto.org, 2001) 


AGILE METHODS 


As was already mentioned above, the Agile approach 
is most commonly used in the IT and software development 
fields, although it has successfully established itself in other 
areas as well, even at the top management level of organiza- 
tions. 

Today, about twenty Agile methods are known (Rasna- 
cis & Berzisa 2017), which are used for different purposes, 
have different specifics and the frequency of their use is also 
different. 

The most commonly used Agile methods are the following: 


Table 1. Use of Agile Methods, Global and Georgian 
Statistics, with 2021 data 


% of % of 
Agile Method application application 
(global) (Georgia)* 
Scrum 66% 79,7% 
Scrumban 996 క 
Kanban 6% 37,3% 
Scrum/XP 6% - 
Iterative 4% జ్‌ 
XP 1% 3,4% 
Lean 1% 8,5% 
Other/non 696 1,796 


Source: digital.ai. 2021, Stellman. 2016, Author's research 
* The research was conducted by the author, in June-Septem- 


ber 2021, across Georgia, 70 specialists from up to 60 organizations 
were interviewed. 
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According to a survey conducted by the author of the 
article in Georgia in June-September 2021, in which about 70 
professionals participated, 18.6% manage projects using the 
Waterfall approach, 32.996 use the Agile approach, and 48.696 
use the hybrid of both approaches. Statistics are not in doubt 
as 62.396 of respondents manage IT projects. 

Let's take a closer look at some of the most commonly 
used methods. 


1. Scrum 


As a result of the 2021 survey, the majority of companies 
(6696 globally and 80% in Georgia) use the Scrum method. 

Scrum is a lightweight framework that helps people, 
teams, and organizations create value through adaptive solu- 
tions to complex problems. In short, Scrum requires a Scrum 
Master to help create an environment where (Hrablik et al., 
2020): 


1. The product owner orders the work needed to solve 
a complex problem and it is placed in the product 
backlog. 

2. The Scrum team turns part of the work to be done 
into a value increment during the sprint. 

3. Scrum team and stakeholders check the results and 
prepare for the next sprint. 

Figure 1 shows the Scrum framework. 


Scrum is used to manage and monitor IT and software 
development projects efficiently and without problems over 
a period of time. The Scrum takes place in iterations that cov- 
er the same period of time (2-4 weeks). There are several it- 
erations in each project. These iterations in Scrum are called 
sprints (Hrablik et al., 2020). The Scrum framework consists 
of events, artefacts, and team roles. 

Scrum activities include: Sprint, Sprint Planning, Daily 
Scrum, Sprint Review, Sprint Retrospective. 

Scrum artefacts (represent work or value): Product back- 
log, Sprint backlog, increment. 

Scrum roles are: Scrum team is a small group of peo- 
ple consisting of one Scrum master, one product owner and 
one or several developers. There are no subgroups and hi- 
erarchies in the team and it is self-organizing (Schwaber & 
Sutherland, 2020). 

As we can see, the Scrum is quite framed and standard- 
ized method and although it is also effective in managing 
large projects since the amount of iterations is not limited 
(Hrablik et al., 2020). 


2. Kanban 


Kanban is also an Agile method, but partly. Kanban is 
part of the Agile because it also follows lean concept, which 
includes a focus on values, small parts management, and 
elimination of waste (Project Management Institute, 2017). 

The Kanban method was introduced in Toyota by Taiichi 
Ohno to increase production efficiency. Kanban focuses on 
the continuous delivery of the product or part of it (EyLean. 


0000020600 Cd 6096000 1812, 2021 


MICROECONOMICS, BUSINESS AND ENTREPRENEURSHIP DEVELOPMENT 


Sprint 
Retrospective 


Figure 1. Scrum framework 
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Source: Scrum.org. 2021 


com, 2013). A key component of Kanban is the Work in 
Progress (WIP) Limits, which limit the number of tasks over 
the same period of time. The main tool of the Kanban is the 
Kanban board on which the tasks are visualized and moved in 
columns which reflect process stages (Atlassian.com, 2020). 
The board remains unchanged, and the tasks placed on it 
move from the logical beginning to the logical end, and then 
disappear from the board. 

Kanban and Kanban boards, in addition to projects, are 
widely used in many fields today. For task management at the 
individual and organizational levels, using a variety of soft- 
ware such as Trello, JIRA, Asana and others (Wrike.com, 2020) 

There are important differences between Kanban and 
Scrum, namely: 


Figure 2. Kanban board 


Source: Project Management Institute. 2017 
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7 Scrum Teo? 


Scrum sprint has start and end dates, Kanban is an 
ongoing process; 

We have formal roles in Scrum, not in Kanban. Both 
teams are self-organizing; 

Kanban Board is used for the entire life cycle of the 
project, while Scrum Board is used for individual 
sprints; 

Scrum Board has a predefined amount of tasks with 
its deadlines; 

Kanban boards are more flexible in terms of the 
amount of tasks and deadlines. Their re-prioritiza- 
tion, change of members and deadlines is painless 
(Atlassian.com, 2020). 


Cycle time: from 
the time you start 
a task until you 
complete it. 


Lead time: from the time you 
put it on the board until you 
deliver it. Because you can 
change the order of the items 
in the Ready column, this can 
be unpredictable. 
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3. Scrumban 


The term Scrumban was introduced by Corey Ladas, and 
expresses the combination of the use of Scrum and Kanban 
- the basic functions of Scrum and the flexibility of Kanban. 
Scrumban has a planning-on-demand principle for backlogs, 
but the tasks are given to performers on a "pool" basis, as 
in Kanban. Like Kanban, the board is constant here, only the 
task moves from the beginning to the end, and their priority 
changes over time, and the planning is done on demand bas- 
es and not on every sprint, as in the Scrum. Here, too, boards 
are used to visualize the tasks (EyLean.com, 2013). 

Planning meetings are held to determine which user sto- 
ries should be implemented during the next iteration. User 
stories are placed on the board, and team members perform 
them. The amount of tasks are limited and their completion 
is a trigger for a new planning. There are no specially defined 
roles here, team members retain existing roles (Reddy, 2016). 


Which method is better? 


It is difficult to say exactly which approach or method is 
better. On the one hand, the Waterfall method is more appro- 
priate when there is less uncertainty in the project, goals and 
objectives are clear and well defined at the beginning. On the 
other hand, Agile is better when there is a lot of uncertainty and 
changes in the project, itis innovative and creative because Agile 
is much more flexible (Schwaber & Sutherland, 2020). 

The PMI 2021 Pulse of the Profession? study identified 
so-called Gymnastic Enterprises for the first time. These orga- 
nizations and their project teams are characterized by a high 
level of flexibility and maneuverability. Old-fashioned organi- 
zations were called Traditional Enterprises, regardless of the 
approach they took — Waterfall or Agile. The most important 
difference between Gymnastic Enterprises and Traditional 
ones is that they use all the approaches / methods and their 
combinations according to the needs and challenges and do 
not use any of the established methods rigidly (Project Mana- 
gement Institute, 2021) 

Gymnastic Enterprises make a lot of changes compared 
to Traditional ones: digital transformation (Gymnastic 7396, 
Traditional 6296), business strategy (Gymnastic 7096, Tradi- 
tional 5796), organizational adaptability (Gymnastic 7096, Tra- 
ditional 5396), operational efficiency (Gymnastic 6596, Tradi- 
tional 5296), innovation (Gymnastic 65%, Traditional 4696) and 
other components. Gymnastic Enterprises also deliver much 
better results in terms of project delivery (Project Manage- 
ment Institute, 2021). 

Consequently, we can say that situational mix of appro- 
aches and methods yields much better results than the use of 
any one method strictly. 


Difficulties in the introduction of Agile 
Recent studies have shown that Agile is a fairly effec- 
tive method in a number of areas compared to the Waterfall 


method. The success rate of Agile projects is high, as can be 
seen in Table 2. 
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Table 2. Comparison of Agile and Waterfall approaches 


Approach Success Problematic Failed 
Agile 4296 5096 896 
Waterfall 2696 5396 2196 


Source: vitilitychicago.com, 2019 


Despite the effectiveness, there are a number of diffi- 
culties with the introduction of Agile. According to the 15th 
State of Agile 2021 survey, 3096 of respondents named at 
least ten problems as a barrier to implementation and the 
main from them are: (digital.ai, 2021) 


e Inconsistency in processes and practice 46%; 

e Cultural incompatibility 4396; 

e General organizational resistance to change 42%; 
e Lack of skills and experience 42%; 

e Lack of leadership 41%; 

e Inadequate management support 4096. 


Despite these barriers, Agile has many positive effects, in 
particular fast management of changing priorities, increased 
transparency, effective business and IT alignment, market 
launch speed, increased team productivity - survey respon- 
dents mentioned these points as the most important positive 
effects of Agile (70-60%) (digital.ai, 2021). 


Technologies in project management 


Today, project management, especially Agile manage- 
ment, is fully or almost completely implemented through 
various professional software. The COVID 19 pandemic in 
particular has accelerated the digitization process as humans 
have moved to remote working mode and still partially main- 
tain this trend. For example, the biggest change in 2020-2021 
is the digital transformation, which accounts for 68% of the 
changes. (Project Management Institute, 2021). According 
to the 15th State of Agile Report (2021) globally most com- 
monly used software is Jira (digital.ai, 2021), which also leads 
in Georgia (author's research), followed by Digital.ai, Azure 
DevOps, Broadcom, and Trello. According to the author's 
research in Georgia, the picture is partially different from 
the global data, namely: in Georgia, as well as globally, the 
program JIRA is the most popular, while Microsoft Project 
is much more popular in Georgia, including IT projects, and 
Azure DevOps is now gaining ground; some globally popular 
programs are not used at all in Georgia. 


Artificial Intelligence (Al) in project management 


Al is already used for administrative tasks such as reg- 
istering and logging, automating appointments, including 
booking rooms, sending invitations by email, and more. It 
gradually evolves into project management and over existing 
more complex tasks (rpsgroup.com, 2021). 

The main reasons for introducing artificial intelligence 
in project management are: improved decision making, 
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Table 3. The most commonly used software in project management, global and Georgian data. 


* Numbering is done according to global statistics 


Source: digital.ai, 2021, Author's research 


increased productivity levels, better performance and re- 
porting. It is now considered that Machine Learning has the 
greatest potential in Al technologies in terms of application in 
project management. 

As for the various artificial intelligence technologies 
used in the projects, although currently only 496 of companies 
globally use them extensively, 6596 have already said they are 
working on an implementation plan or are already planning 
to start the planning process in the next 3-6 months. The 
companies plan to introduce artificial intelligence in three 
main areas: Predictive Analytics Tools, Chat Bots and Robot- 
ic Process Automation (RPA) (International Project Manage- 
ment Association, 2020). 

According to current forecasts, by 2025 AI will be able to: 
plan projects, allocate resources, create budgets, assist with 
contract administration, evaluate cost received, and perform 
completion cost forecasts (rpsgroup.com, 2021). 


About the research conducted by 
the author in Georgia 


In the period June-August 2021, the author of the article 
interviewed 70 professionals working in Georgia, from up to 
60 organizations that have direct contact with project man- 
agement. 

Table 4 lists the respondents' activities, experiences, and 


project types that they run most frequently. As we can see, 
the project was mainly attended by project managers with 
average experience. 

The vast majority of respondents are employed in the 
private sector (81.496), led by banking-finance (24.396) and 
IT companies (18.696). The remaining 18.6% are employed in 
public sector. 


CONCLUSION 


As we have seen, the Agile approach is still mainly used in 
the field of IT and software development, although its various 
elements / principles and software are effectively introduced 
and developed in many other areas as well. Also in Georgia, 
private and public organizations working with IT projects are 
actively using this method and latest software are also used 
successfully. The tendency is to growing demand of Agile, 
because we are facing global increases of digitalization and 
growing degree of turbulence in all areas of economy. 

Agile has many positive effects on the organization and 
the effectiveness of projects, however the first thing an orga- 
nization needs to understand the reason for Agile application, 
because incorrectly selected processes and practices, along 
with team cultural incompatibility, can have quite negative 
consequences. 


Table 4. Positions and experiences of the professionals participating in the study. 2021 


Position 
Project/ Program / Portfolio manager 
Functional Manager 


CEO 


Source: Author's research 
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Despites there are up to twenty methods of Agile 
project management, several international standards and 
more than a dozen software, its use and implementation is 
still associated with a number of problems. The introduc- 
tion of the new Agile approach requires first of all appropri- 
ate preparation of the team, because resistance to change 
is very natural condition. Additionally, we should not forget 
that Agile is a very different management scheme, the team 
is self-governing, which requires a high level of self-man- 
agement, motivation and understanding on the part of the 


project team and leaders. Only then it is appropriate to intro- 
duce a specific method, framework, artifacts, software, and 
identify relevant roles of Agile. 

At the expense of the rapid development of technology 
on the one hand, and the strengthening of the VUCA world 
on the other, and the impact of the COVID 19 pandemic, 
situational mix of approaches and methods, utilization of 
software and artificial intelligence capabilities will be the 
most effective (and in part already) way for future develop- 
ment in projects management. 
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Abstract. The main objective of the presented paper is to identify investment opportunities in the apple value chain and also 
to evaluate the specific apple project using the state programs/projects. The methodological part provides a financial evaluation 
of a specific business project, taking into account state funding programs/projects. Furthermore, general investment opportuni- 
ties of apples are analyzed in the paper. In addition, in order to study the investment potential, the investment climate of Georgia 
and Georgia's international ratings are discussed. A brief description and analysis of various state support projects are also pro- 
vided. Additionally, an overview of local apples and the world market is given. 

Due to the climate conditions and soil types of Georgia, the production of intensive apple varieties has a great potential in 
the country. Promoting the cultivation of intensive apple orchards through the use of various state supporting programs/proj- 
ects and full compliance with apple production technologies, Georgia will have potential to increase the average apple yield per 
hectare. It is important for Georgia to use the existing free trade relations with other countries and to diversify the apple export 
market, which will further increase its competitiveness. 

Based on the financial evaluation, key performance indicators are positive and beneficial for the investors, which should give 
the motivation to the investors to invest in the apple value chain. In the field of agriculture, the continuation of the implemen- 
tation of various state co-financing projects/programs and their development will give additional motivation to local and foreign 
investors, which will further increase the competitiveness of Georgian apple value chain. 


KEYWORDS: APPLE PRODUCTION, VALUE CHAIN, INVESTMENT POTENTIAL, ECONOMIC EVALUATION. 
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൪0൦ Q2353997e»0 306993obo30b Iqdeobogmab 33656535335» po 
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